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In praise of older managers 
‘They have no more 
axes to grind’ 

Page 16 


16 1998 




Scotland 

‘Independence is now a 
serious possibility’ 

John LJoyd, Page 18 
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WOR LD NEWS 

Iran puts 500,000 
troops on alert in 
dispute with Taliban 


Iran’s supreme leader Ayatollah 
Aii Khamenei put its 500,000- 
strong aimed forces on alert, 
intensifying pressure on Afghan- 
istan’s Taliban militia to haft its 
military campaign. On Sunday 
the Taliban seized Afghanistan's 
main Shia Moslem stronghold of 
Bamiyan. Shia Iran accused the 
Sunni Moslem Taliban of com- 
mitting genocide against the Shia 
and called on the UN to prevent 
more deaths. Page 20 

CHnton faces fresh setback 
Video tapes of President BD1 
Clinton's evidence in the Monica 
Lewinsky affair could be released 
to the public by the end of this 
week, despite opposition from 
Democratic congressmen. 
Republicans believe the tapes 
will play a crucial role in the 
debate over whether to Impeach 
the president Page 6 

Dispute over Milan airport 
The European Commission will 
outlaw the Italian government’s 
plans for the opening of a new 
airport terminal outside Milan 
next month, after talks on the 
competition implications broke 
down. Page 2 

Tax increases for Dutch 
Dutch taxes are to rise next year 
said prime minister Wim Kok, 
partially reversing actions the 
government took before last 
May's general election. Page 2 

Blair backs consumer shake-up 
British prime minister Tony Blair 
is backing a review of consumer 
protection regulation as pat of 
efforts to curb the “nanny state” 

- excessive state controls over 
individuals. Page'10 


Albania gets tough wftfi opposition 
Albania's Socialist-led govern- 
ment reasserted its authority 
after two days of violence in 
Tirana, ordering opposition sup- 
porters to hand over weapons 
seized from the army. Page 2 


South Africa n EU trade talks 
European Union and South Afri- 
can officials are hoping for a 
breakthrough as they resume 
four-year-old talks on a free 
trade agreement Page 4 

Brussels retreat on car parts 
Europe’s consumers win still be 
able to shop around for car 
spares from competing manufac- 
turers after the EU backed away 
from plans which would allow 
carmakers to copyright Industrial 
designs. Page 3 

UN to seek change in Algeria 
A UN panel is to call on Algeria 
to reinforce civilian government 
and speed up privatisation, but 
human rights organisations and 
government critics will see the 
recommendations as rather 
feeble. Page 5 

Ukraine central bank warning 
Ukraine’s central bank is hi dan- 
ger of violating IMF conditions if 
it spends its foreign exchange 
reserves to defend its currency 
or service its debts, said its gov- 
ernor Viktor Yushchenko- Page 3 

Israel accused over deportations 
Israel has been accused by 
human rights activists of continu- 
ing to deport Palestinians from 
east Jerusalem. Page 5 

Prime suspect 

American computer expert Aaron 
Btosser has been accused of 
hacking into the US West system 
and using 2,500 telecoms com- 
puters in a bid to solve the 350- 
year-okJ mathematical problem 
of finding a new prime number. 


BUSINESS NEWS 


Thomson-CSF says 
it faces loss after 
restructuring costs 


French defence electronics group 
Thomson-CSF said a restructur- 
ing to help it face tougher Euro- 
pean competition could push ft 
into loss in 199a Page 21; Lex, 
Page 20 


Cummins Engine shares plunged 
17 per cant In early trading after 
the US maker of large diesel 
engines warned of a sales slump. 
Page 21 


MG, Dutch financial group, said it 
would pursue European expan- 
sion, after its purchase of a large 
stake in BHF-Bank of Germany. 
Page 25 

Christiania Bank, Norway's 
second largest lender, 
announced a merger with rivals 
Fokus Bank and state- con trotted 
Postban ken to create the coun- 
try's biggest financial services 
group, valued at up to NKr28bn 
(S3.6bn). Page 21 

RMne-Poutenc shares and those 
of Hoechst fell sharply after 
rumours that the French and 
German life sciences groups 
faced further problems at their 
troubled Cerrteon blood products 
joint venture. Page 21 

SAarfinxqi, parent of Swissair, 
and US leasing company GATX 
are creating the world's third big- 
gest aircraft leasing business by 
merging their operations. Page 
25 


Minoan Lines, Crete-based 
operator, raised the stakes in a 
race to modernise Greece's pas- 
senger ferry fleet by placing a 
$2 50m order for two ships with 
Italian shipyard Flncantierl 
Page 4 


Coca-Cob, US soft drinks 
company, pledged to maintain 
staffing levels at Orangtna, the 
company it has offered to buy tor 
FFr5 bn ($8 83m) from French 
beverage group Pernod Ricard. 
Page 25 


Casse Nationals de Pitwyance, 
biggest French life assurance 
company, aims for a 12 per cent 
return on equity after it is floated 
on the Paris stock exchange next 
month. Page 26 


Mcbelin shares fell sharply after 
the French tyremaker reported a 
12.6 per cent decline in first-half 
profits to FFn.63bn ($260m). 
Page 25 

Hong Kong approved a HK$64bn 
(US$8.25bn) rail project, giving a 
potential boost to the belea- 
guered economy. The West 
Rail project will serve the 
more remote New Territories. 
Page 20 

Drott, Swedish property 
company, raised its takeover bid 
tor NSckebro, valuing the rival 
group at SKr3.36bn ($427m). 
Page 25 

Saga Petroleum, Norway's third 
largest oil company, warned that 
write-downs would wipe about 
NKrl.Bbn ($21 2m) off its net 
profits for the first eight months. 
Page 25 

Ford, US vehicle builder, says it 
is still the most suitable 
candidate to take over South 
Korea’s bankrupt Kla Motors. 
Page 22 


Euro Prices 


euro omency zone, covering foreign 
exchange, bond and equity marietta. 
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Germany 

Former communists 
may undermine SPD 
Page 2 




Russia turns back the iClock 


Central bank chief 
calls for hard 
currency controls 


By John TbomhBI and 
Arkady Ostrovsky In Moscow 


Victor Gerashchenko, the new 
head of Russia's central bank, 
yesterday called for relmpostog 
state controls over exporters’ 
hard currency earnings, harking 
back to Soviet methods of regula- 
ting foreign exchange market 

The central bank Is also plan- 
ning to ball out favoured domes- 
tic banks by giving fbem new 
credits, calculated on the par 
value of restructured short-term 
treasury bills (GKOs). 

Mr Gerashchenko’s comments, 
which followed a meeting with 
President Boris Yeltsin in the 
Kremlin, are the strongest indica- 
tion to date of how far Russia's 
new government could go in 
reverting to Soviet-style methods 
of regulating the economy and 
resorting to the printing press. 

Foreign investors, who esti- 
mate the nominal value of their 
GKO holdings has fallen to about 
3 cents on the US dollar following 
a forced debt restructuring, fear 
the central bank’s bail-out win 
amount to discrimination in 
favour of domestic bond holders. 

Boris Fyodorov, the former act- 
ing deputy prime minister who 
has not been offered a job In the 
new government, said the gov- 
ernment’s apparent intention to 
print money would be certain to 
ignite Inflation. He condemned 
the central bank's plans to dis- 
criminate against foreign GKO 
holders as “immoral”. T do not 



Sign of the times St Petersburg pensioners pass a watt with g raffi ti reeding 'No money? NO the bank director 1 


believe in a ‘controlled emission’ 
of money. Once the drug is in the 
veins it is very difficult to resist 
another dose. You want more and 
more and more until you are 
dead,” he said. 

A group of academic econo- 
mists headed by Leonid Abalkin, 
prominent in the late Soviet era, 
yesterday claimed the govern- 
ment intended to adopt all the 
main points of their programme 
set out In an open letter to the 
Russian media. 

The main points of the pro- 


gramme include the “controlled” 
emission of roubles. This should 
allow the government to pay off 
wage and pension arrears and 
inject liquidity into Russia’s 
cash-strapped industries, using 
special credits. 

Mr Gerashchenko said a num- 
ber of “technical questions’* 
needed to be overcome before the 
central bank could print money. 
He said any monetary emission 
could only take place after a new 
team was appointed at the cen- 
tral bank, the government had 


set out its economic course, and 
consultations had been held with 
the International Monetary Fund. 

Senior Russian officials led by 
Yevgeny Primakov, the prime 
minister, met IMF and World 
Bank officials in Moscow to dis- 
cuss the possible disbursement of 
the next SLSbn tranche of the 
fund's support loan. Afterwards 
the western officials said they 
agreed with the “strategic goals" 
of the government 


Saving Russia, Page 18 


Turmoil threatens Latin America 


By Our Int ern a tion al 
and Financial Staff 


Moody's Investors Service, one of 
the biggest credit rating agencies, 
yesterday warned that Latin 
America could fell victim to the 
international financial crisis. 

The warning came as George 
Soros, the financier, urged the 
Group of Seven leading industrial 
countries to intervene to prevent 
the flight of capital caused by the 
crisis in Russia spreading to 
Latin America. 

Gordon Brown, the UK chan- 
cellor, said yesterday that broad 
agreement had been reached 
among financial leaders on the 
kind of action that might be nec- 


essary to contain the turmoil and 
restore confidence. 

However, "German central 
hankera tu® lemt interest rate 
cuts in response to the Asian and 
Russian financial upheavaL 

Hans Tietmeyer, president of 
the Bundesbank, said economic 
circumstances differed In Europe 
- where economic growth has 
been picking up strongly this 
year - from those of the US and 
Japan. 

Vincent TrugUa, head of sover- 
eign ratings at Moody’s, said the 
market crisis was likely to persist 
for some time. “The longer this 
persists the more likely there wfl] 
be another default [after Russia]. 
If that happens we could see 


emerging markets shut off from 
international credit for a very 
long time.” 

Mr Brown raid G7 central bank 
governors and finance ministers 
stood ready to help Japan in its 
efforts to reflate its economy and 
push through financial restruct- 
uring. 

He declined to say precisely 
what that help might be. But it 
seems that a coordinated reduc- 
tion of interest rates would be 
considered if the financial mar- 
kets crisis deepened, perhaps as a 
result of devaluation by Brazil or 
further stock market losses. 

Mr Brown also said the G7 was 
considering the question of 
whether capital market controls 


could be desirable, but he was 
not to be drawn on the conclu- 
sions. 

. Tn testimony before the bank- 
ing committee of the House of 
Representatives. Mr Soros said 
Russia’s collapse represented “a 
total financial meltdown” which 
would have “incalculable human 
and political consequences”. 

Reporting by Edward Luce and 
Max Wilkinson in London, Wolf- 
gang Mdnchau in Frankfurt, 
Richard Wolffe in Washington, 
Geoff Dyer in Sdo Paulo 


Warning for Russia, Page 2 
Interest rates rebuff. Page 10 
A house of cards, Page 19 
Lex, Page 20 


Radical 
nationalist 
set to win 
Bosnia poll 


By Gay Oirenore in Belgrade 


The leader of Bosnia’s 
ultra-nationalist Radical party 
looks set to defeat the western- 
backed president of the Serb- 
controlled half of the country, 
with most votes counted from 
lost weekend's elections. 

If confirmed, the result will 
deal a serious blow to interna- 
tional efforts to push forward the 
Bosnian peace process. 

Western officials, who asked 
not to be named, said Nikola 
Poplasen. the Serb Radical party 
leader, bad opened up a 40, 000- 
vote load over President Biljona 
Plavsic with some 20 per cent of 
votes from a total electorate of 
12 million still to be tallied. 

An alliance of the Radicals and 
the nationalist Serb Democratic 
party (SDS) might also be able to 
form a government in Republika 
Srpska, the Serb half of Bosnia. 

Three contests are being fought 
- for the presidency, the assem- 
bly and Republika Srpska's repre- 
sentative on Bosnia's three- 
person collective presidency. 

In Sarajevo, the Organisation 
for Security and Co-operation in 
Europe (OSCE), which ran the 
elections, at the last minute 
reversed a decision to announce 
partial results. 

Mr Robert Barry, head of the 
OSCE mission in Bosnia, told 
repeaters: “The only figures that 
count are figures that are com- 
plete and integrated." 

Diplomats said the OSCE and 
Carlos Westendorp, the interna- 
tional community's High Repre- 
sentative in Bosnia, were desper- 
ately hoping that the votes still 
to be counted - from abroad and 
absentee voters within Bosnia - 
would tip the balance away from 
the ultra-nationalists. * 

But a large number of Sen- ref- 
ugees In Yugoslavia are expected 
to back Mr Poplasen. Officials 
also believed that Moslem bcra- 
liners in the Moslem ■Croat feder- 
ation had told absentee Moslem 
voters to support Mr Poplasen as 
a way of halting the process of 
ethnic integration through refu- 
gee returns. 

Ordinary Bosnians were suspi- 
cious that the decision by the 
OSCE meant the international 
community was preparing to rig 
the results. Diplomats were dis- 
mayed at the outcome. They said 
it would effectively put an end to 
efforts to rebuild an integrated 
Bosnia. One aid package has 
already been pat on hold. 


UBS may buy out 
links with LTCB 


By SHHan Tett la Tokyo 


Long-Term Credit Bank of Japan 
is drawing up plans for UBS of 
Switzerland to buy out most of 
the ailing Japanese bank's stakes 
in their Joint ventures. 

The plans are likely to leave 
UBS with complete control over 
their asset management tie-up, 
and effective control over the 
investment banking group. UBS 
has already taken 100 per cent of 
the private banking venture. 

If the sale goes ahead, it would 
mar k a further weakening of the 
high-profile alliance, which was 
the most comprehensive tie-up 
between a western bank and a 
Japanese partner when it was 
forged a year ago. It would also 
bring about another significant 
step in the drive by foreign finan- 
cial groups to improve their pres- 
ence in Japanese markets. 

The plans have emerged at a' 
Hme when LTCB’s liquidity prob- 
lems are causing growing politi- 
cal concern. On Monday its share 
price touched a record low of Y19 
on fears that the government was 
revising plans to bail it out 

The ruling Liberal Democratic 
party is due to hold another 
meeting with opposition parties 
today to discuss its plans to 
merge the bank with Sumitomo 
Trust ami inject up to YlJXUbn 
(S7.5lbn) of public funds. The 
opposition has criticised this 
plan, and some LDP politicians 
have indicated they would con- 
sider nationalising LTCB instead. 


While the political uncertainty 
continues, neither UBS nor LTCB 
want to make a public announce- 
ment about their alliance, or sign 
a binding agreement. Matthew 
McGrath, UBS spokesman, said: 
“Considerable progress has been 
made in our discussions with 
LTCB and Sumitomo Trust and 
we believe that these will shortly 
reach a mutually beneficial con- 
clusion in the best interests of 
shareholders, staff and clients.” 

LTCB has indicated it would 
let UBS buy its 50 per cent stake 
in the asset management joint 
venture and most of the 50 per 
cent stake it holds in the invest- 
ment banking venture. 

UBS said the alliance had 
boosted its position in Japan. Vit- 
torio Volpi, UBS Japan chairman, 
said: “We regret that LTCB has 
gone into serious problems 
because we still think that it was 
the best partner for us in Japan. 
From {the affiance] we could see 
the importance of having a part- 
ner strong in their own market 
as opposed to being a foreign 
firm ... and we have seen the 
quality of their staff." 

The outcome of LTCB’s plans is 
likely to be . closely watched by 
other western banks, given the 
recent flood of alliances between 
Japanese and western partners. 
These include a tie-up between 
Nlkko, Japan's third hugest secu- 
rities bouse, and Travelers, the 
US financial group, which allows 
Travelers to purchase up to 25 
per cent of Nikko. 


CONTENTS 


World News 2-8 UK News 10 
Feabffes 14,16 Comment & Analysis 18,19 
Companies & Finance 21-28 World Stock Markets 36-42 


Fta contents and Lac backpage 



■' r** • :■*■■■:■ •• 

v • ••• ; • . ■■■ » -. ■ : 

, . r- . : . ■ ■ 


Overseas. Bom of cepanies of atperlence. Designed lo weather any 
challenge. Now ready, to share your horizons. Case and bracelet fashioned 
in sohd gold ttaier-resiaanr to 150 m (about 500 ft). Screw-locked 
crown and case back. Folding bracelet dasp with double safety catch. 
Overseas. The worid is yours. 


* 

VACHER0N CONSTANTIN 


The worlds' s oldest «atCh manufactures 
Geneva, since 1755 


W* would bo happy to prewkle you wftti dmM Information ■taitour 

UACKEBOJiCONSTAMTTN - RuA (Jes Mou&m t, O+-T20* Gen»« 


--TTI-T-MKlf, 


'iV. 







FINANCIAL TIMES "WEDNESDAY SEPTEMBER' 16 1998- • 


WORLD mNEWS 


EUROPE 


AIRPORT BATTLE EUROPEAN COMMISSION SAYS ROME MAY NOT FORCE ALITALIA RIVALS TO USE OUT-OF-TOWN HUB 


Brussels outlaws Italian airline move 


By Janies Blitz in Rome and 
Michael Smith in Brussels 


The European Commission 
will today outlaw the Italian 
government's plans for the 
formal opening of a new air- 
port terminal outside Milan 
next month. 

The move follows the 
breakdown of talks between 
Rome and Brussels on the 
competition implications of 
the project.Both sides said 
protracted negotiations over 
Malpensa airport had 
reached a dead-end. 

Neil Kinnock. the EU 


transport commissioner, has 
repeatedly warned the Ital- 
ian authorities that the lack 
of effective road and rail 
links to Malpensa from 
Milan will be a major disad- 
vantage for nine European 
airlines which are being 
asked to move their 
operations there next month. 
The airport is 50km from 
Milan's city centre. 

Alitalia will use the new 
huh for short-haul and long- 
haul flights. But unlike most 
of its European rivals. U is 
also being allowed to con- 
tinue using Linate airport. 


much closer to the city cen- 
tre, for flights from Milan to 
Rome. 

The other airlines com* 
plain that their Italian inter* 
continental customers are 
being asked to use Malpensa 
as a feeder airport taking 
them on the first leg of the 
journey to the airlines' own 
European hubs. 

They say they will lose 
customers attracted by Alit- 
alia's long-haul link through 
Linate and Rome. 

A spokeswoman for Mr 
Kinnock said last night that 
the talks had broken down 


“not because we have shut 
the door but because the 
Italians cannot answer the 
problems of discrimination'’. 

Today's decree should still 
allow Malpensa to open for- 
mally on October 25. But it 
will give a measure of legal 
support to any European air- 
line refusing to move from 
Linate to Malpensa. 

“The Italians must now 
ask themselves what they 
will do to move them." -said 
an EU official. 

A spokesman for Romano 
Prodi, the Italian prime min- 
ister. insisted that the Rome 


government was fighting its 
ground over the issue. “He 
[Mr Prodi] believes that 
what is at stake is the 
national interest, that the 
country has a right to a 
northern hub and that it has 
been losing thousands of 
passengers and jobs to its 
rivals for too long." 

The commission argued 
that one reason for the 
breakdown in talks was that 
Italy continued to insist that 
European airlines that 
stayed at Linate could 
remain there for no more 
than a year. In Mr Kin n ock's 


view, it will take two years 
for effective rail and road 
links to Malpensa to be built 

Mr Prodi's office said that 
so much flexibility was 
being demanded by Mr Kin- 
nock for the airlines that 
tfrould remain at Linate that 
Malpensa would simply fail 
to attain hub status. 

Mr Prodi's office said Italy 
now had three choices over 
how to respond to today' 
decree: it could take the mat- 
ter to the European court 
close Linate altogether or 
come to a new agreement 
with Mr Kinnock. 


Russia 
urged 
to spur 
industry 

By Arkady Ostrovsky in Moscow 


Russia should abandon tight 
monetary policies in favour 
of paying off wage and pen- 
sion arrears and reviving 
industry, including the mili- 
tary industrial complex. Leo- 
nid Abalkin said in an inter- 
view yesterday. 

Mr Abalkin, who is emerg- 
ing as an architect of Rus- 
sia’s new economic policy, 
said printing money was a 
necessary step which would 
help revive the economy, 
stimulate production and 
demand, and ease social 
pressures. 

“We are for the market 
reforms. But these reforms 
must have social orientation. 
You can only have success- 
ful reforms if they benefit 
the middle class." he said. 

Air Abalkin, who was a top 
economic adviser to Mikhail 
Gorbachev, the last presi- 
dent of the former Soviet 
Union, is now finding his 
proposals for the economy 
repeated by the new govern- 
ment. 

He said the government's 
top priority must be support- 
ing Science and technology- 
based industries. These 
include the military-indus- 
trial complex and industries 
that add value, rather than 
raw commodities such as 
crude ofl and natural gas on 
which Russia has relied for 
the past six years. 

“For example, we should 
not be selling just crude oil. 
but oil products." Mr Abal- 
kin said. 

“There is a world market 
for weapons, in which we 
had the same position as the 
US. Now we have last this 
position. So why should the 
US benefit from their sales 
of arms and we should 
not?" 

Mr Abalkin said the new 
programme would make 
Russia the fifth largest econ- 
omy in the world. 

Under Mr Abalkin's pro- 
gramme. “there must be an 
automatic mechanism of a 
controlled [rouble] emission" 
which should come Into 
action if the federal govern- 
ment cannot meet its social 
and financial obligations. 
Tins, according to Mr Abal- 
kin. would not lead to hyper- 
inflation. 

"The word omission 
became a scarecrow, which 
frightens people to death." 
Mr Abalkin said in a further 
article to be published later 
this week in the Russian 
press. 

In his article Mr Abalkin 
argued that inflation was 
not a direct function or 
increasing money supply. 

He said a 40 per cent 
annua! inflation rate would 
only stimulate the growth of 
the economy. 
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ALBANIA VIOLENCE NANO GOVERNMENT ORDERS OPPOSITION SUPPORTERS TO HAND OVER WEAPONS 


Tirana plans to prosecute Berisha 


By Guy Dmmore in Belgrade 


Albania's Socialist-led 
government, after two days 
of violence in the capital 
Tirana, yesterday said it 
would prosecute former pres- 
ident Sali Berisha for organ- 
ising an armed uprising and 
ordered his supporters to 
hand over their weapons. 

Earlier Fates Nano, prime 
minister, accused Mr 
Berisha in a televised 
address of trying to stage a 
coup. 

He added: "Sali Berisha 
should not think that we 
shall wait endlessly for all 
the weapons to come out of 


the Democratic party head- 
quarters." Mr Nano said he 
guaranteed the safety of Mr 
Berisha and other opposition 
leaders once they surren- 
dered their weapons. But. he 
added, police would shoot 
any criminal or citizen who 
failed to obey orders. 

Mr Berisha denied he was 
behind a coup attempt, call- 
ing Mr Nano a “terrorist” 
and telling him to resign. 
Government officials said Mr 
Nano had no Intention of 
stepping down, but that a 
reshuffle of the ruling coali- 
tion was expected. 

After two days of the 
worst violence seen in 


Tirana for IS months, police 
loyal to the government suc- 
ceeded in restoring order 
across the city on Monday 
night. Tirana airport was 
open for flights but shop- 
keepers kept shutters- down 
after widespread looting. 

Mr Berisha' 5 supporters 
handed over to the police 
two tanks seized from the 
army on Monday yesterday 
but armed men held their 
ground inside the Demo- 
cratic party headquarters. 
Earlier several thousand 
Berisha supporters defied a 
government ban and staged 
a peaceful march through 
central Tirana. 


Police said they killed 
three looters on Monday 
while the interior minister 
said police had also suffered 
casualties. 

The European Union 
called on Albania to hold all- 
party talks. The Organisa- 
tion for Security and 
Cooperation in Europe 
fOSCE) was trying to per- 
suade the Democratic party 
to end its boycott of parlia- 
ment and renew talks on 
writing Albania's constitu- 
tion. 

"This was a serious 
attempt to overthrow the 
government." commented 
Timothy Isles, deputy head 


of the OSCE mission in 
Tirana. 

“But put in perspective 
there was a band of no more 
than 500 militants bent on 
creating chaos and anarchy. 
The rest of the country was 
quiet and they got no wide- 
spread support." 

More than 2,000 people 
died during a civil uprising 
last year triggered by the 
collapse of fraudulent 
savings schemes. 

An Italian-led multina- 
tional force helped to restore 
order and the Democratic 
party was heavily defeated 
by the Socialists in elections 
in June last year. 


Former communists try to keep the 
east German conjuring trick going 


If the PDS is successful, Gregor Gysi 
could hold the balance of power in 
Bonn, writes Frederick Studemann 


x 


German 
I elections 


A! 


magician entertains the 
children in a house on 
the vast east Berlin 
housing estate of Marzahn, 
one of the citadels of the 
Party of Democratic Social- 
ism. successors to East Ger- 
many's communists. 

While the man of magic - 
brought in by the local PDS 
to distract the kids - plucks 
handkerchiefs out of thin 
air. outside in the drizzle the 
party's officials are perform- 
ing a different sleight of 
hand with a broad platform 
of policies aimed at persuad- 
ing voters to back them in 
the federal election on Sep- 
tember 27. 

If the PDS is successful it 
may end up holding the bal- 
ance of power in the Bundes- 
tag, the lower house of par- 
liament. and playing a trick 


The irony is that the intri- 
cate workings of Germany's 
electoral system could turn 
the PDS into the hand- 
maiden of a grand coalition 
between, the SPD and Chan- 
cellor Helmut Kohl's Chris- 
tian Democrats who. if the 
former communists get 
enough seats in parliament, 
may find themselves unable 
to form a majority with their 
preferred respective part- 
ners. the Greens and the lib- 
eral Free Democrats. 

The policies offered by the 
PDS are a mix of traditional 
leftwing commitments to 
redistribute wealth through 
taxes, boost employment 
through the creation of a 
“third sector" of socially ori- 
entated publicly financed 
jobs and promises to put 
more money into health and 
education while taking care 
of the environment. 

But support for the PDS Is 
not just linked to its policies. 
Since unification the party 
has positioned itself as the 



Gregor Gysi of the PDS aims to woo young voters with posters proclaiming that the heirs of the 
former East German communist party are now 'cool' and ‘sexy' 


AP 


tions" into people who 
served the communist 
regime. The last point is 
close to Mr Gysi's heart as 
he is alleged to have 
been an “informal co- 
worker" of the Stasi. the 


seats in Berlin, including 
Marzahn. Under German 
electoral law, parties must 
either win at least three 
direct seats or secure 5 per 
cent of the national vote to 
be represented in partis- 


an the mainstream political ment. The PDS won just 


parties, which have ostenta- 
tiously shunned the party 
because of its communist 
past. 

Gregor Gysi, the PDS 
member of parliament for 


Since unification it has positioned 
itself as the advocate of the east 
against an overbearing west 


under 20 per cent of the east 
vote and less than 1 per cent 
in the west, giving it an 
overall national figure of 
just under 5 per cent 
This time the result 


Marzahn and one of the wit- threatens to be close again 


tiest and trickiest rhetori- 
cians in German politics, 
appears to relish the pros- 
pect ol being the unwanted 
king-maker. “Without us 
there can be no political 
change." boasts the small, 
bespectacled lawyer. A vote 
for a “Red-Green” coalition 
of the opposition Social Dem- 
ocratic party (SPD) and 
Greens would bring, he 
claims, only a change in gov- 
ernment and not a change in 
policies. 


advocate of east Germans 
against an overbearing west. 

The party manifesto is 
peppered with calls to 
remove the apparent Iniqui- 
ties of unification. These 
include the return of prop- 
erty expropriated under com- 
munism, discrimination 
against teachers and other 
professionals whose qualifi- 
cations are not fully recog- 
nised by western institutions 
and "political investiga- 


East German secret police. 

In the 1994 general elec- 
tion the strategy of playing 
the eastern card paid off 
when the PDS won 30 seats. 
Many easterners backed the 
party because they saw a 
vote for the PDS as a means 
of sending a signal to the 
established (western) parties 
in Bonn. 

The PDS got . into the 
Bundestag thanks to its vic- 
tory in four constituency 


as opinion polls show sup- 
port in the east solid at 
about 20 per cent and around 
1 per cent in -the west, Mr 
Gysi and other senior party 
officials say they hope that 
even a minimal increase in 
the west could carry it over 
5 per cent 

In the constituencies the 
PDS faces a greater chal- 
lenge thanks partly to signif- 
icant population shifts in the 
party’s strongholds. In cen- 
tral east Berlin, where the 


PDS won in 1994 with Stefan 
Heym, a respected novelist, 
as candidate, an estimated 40 
per cent of voters are new- 
comers. Many were attracted 
by the area's fashionable 
location. Most are not typi- 
cal PDS voters. 

But it is not just the newly 
trendy parts of the capital 
which have sucked in new 
inhabitants. In Marzahn, 
where the prefabricated, cen- 
trally heated tower blocks 
were seen as highly desir- 
able dwellings under com- 
munism, there has been a 
change in the demographic 
profile as middle-income 
families have moved out to 
the suburbs-, or more attrac- 
tive apartment blocks closer 
to the centre. In their place 
have come people like the 
12,000 ethnic Germans from 
the former Soviet Union 
who, Mr Gysi worries, are 
perhaps more likely to vote 
for the governing conserva- 
tive parties than Cor PDS. 


KOK’S BUDGET PREMIER PROMISES 'STURDINESS’ AS WELL AS SOCIAL SECURITY FUNDING 


Dutch tax increase plans under fire 


By Gordon Cramb 
in The Hague 

Dutch taxes are to rise next 
year, partly reversing steps 
the government had taken 
before the general election 

lost May. 

Wira Kok, returned as 
prime minister In a centre- 
left coalition, said yesterday 
that the country’s annual 
budget would supply the 
sturdiness needed to with- 
stand worsening world cir- 
cumstances. 

But the VNO-NCW; the 
main employers' federation, 
called the budget a “wrong 
start” by the new govern- 
ment. “Strongly rising 
spending, a heavy increase 
in taxes for business and 
individuals and a deficit 
which is not declining sym- 


bolise the incapacity of the 
cabinet to adjust policy to 
the economic threats which 
surround us.” 

Jaap de Hoop Scheffer, 
leader of the opposition 
Christian Democrats, said: 
“It is a year of tax increases 
lor everyone - citizens and 
business, in the election 
campaign you heard only 
about tax cuts.” 

Outlining the budget, Mr 
Kok said it would deliver 
funds for a social security 
reserve set up last year. He 
rejected suggestions that tax 
increases were being 
brought in to cover either 
pre-election spending or a 
subsequent shortfall in natu- 
ral gas revenues. 

“There Is no cause for 
alarm, but we have to be 
alert.” he added. By official 


forecasts, real growth in 
gross domestic product will 
slow from 4 per cent this 
year - the highest since 1990 
- to 3 per cent in 1399. Econ- 
omists at ABN Amro project 
only 2.5 per cent growth. 

The official jobless rate is 
expected to drop below 5 per 
cent next year. But employ- 
ment growth is expected to 
slow from 3 per cent to 1.75 
per cent 

The budget is based on a 
2.25 per cent assumption for 
average GDP growth over 
the next four years. But the 
assumption was described by 
the Council of State, the gov- 
ernment’s highest advisory 
body, as "not so sure". 

The council criticised 
plans to devote a quarter of 
any benefits of higher 
growth to renewed tax cuts. 


saying it should be commit- 
ted to a further reduction in 
the public deficit. 

The deficit is projected to 
be 1,3 per cent of GDP this 
year and next, rising from 
0J9 per cent in 1997. Govern- 
ment debt for 1999 is on 
course to reach 66.7 per cent 
of GDP, a reduction of two 
percentage points. 

Energy tax will increase 
by a third, as part of a 
phased doubling of a burden 
which will initially fall 
largely on households. Pro- 
ceeds are being returned 
through an adjustment to 
income tax designed to bene- 
fit lower earners, and to 
business by the easing of 
employment obligations. 

The overall tax take rises 
by FI i.5bn fS790m). This 
removes nearly a third of the 


FI 4.6bn reductions - equiva- 
lent to 0.6 per cent of GDP - 
delivered last year in a bud- 
get which was geared to the 
election. 

Dutch official studies have 

shown that, of the country’s 

main European competitors, 
only Denmark and Belgium 
demand more for their state 
coffers. 

Although windfalls this 
year are covering nearly 12 
per cent of its funding 
requirements, the state may 
need to raise as much as 
FI 56.6bn from the capital 
markets. To meet heightened 
competition from other sov- 
ereign borrowers in the sin- 
gle currency zone, the mini- 
mum size of individual 
issues will increase from the 
current FI isbn, promoting 
liquidity. 




NEWS DIGEST 


AIR QUALITY 


EU car emissions accord 
clears its final hurdle 

An ambitious European Union agreement calling for action 
from carmakers aid oil companies to improve air quality 
cleared its final hurdle yesterday as ft was approved by the 
European Parliament. 

The vote clears the way for the so-called Auto Oil pro- 
gramme to be adopted into EU law before the end of the 
month. 

A compromise agreement between ministers and the 
parliament imposed mandatory standards for petrol and 
diesel fuel quality, and for exhaust emissions of gases 
such as carbon monoxide and nitrogen oxides, for both 
2000 and 2005. Ministers had earlier agreed on only 
"indicative" limits for 2005. 

The oil industry has suggested the programme could 
cost Ecu32bn (S37Dn) to implement over 15 years, while 
carmakers have estimated their costs over the same 
period at Ecu60bn. Nell Buckley, Strasbourg 

GREEK PRIVATISATION 

Adviser for Ionian sale 

Greece's state-owned Commercial Bank is to appoint 
J.P. Morgan, the international investment bank, as advisers 
in a renewed effort to privatise its biggest banking subsid- 
iary by the end of this year. 

The sale of Ionian Bank is an important test of the 
Socialist government’s commitment to structural reforms 
agreed in March with the European Union. Greece is seek- 
ing to join Europe's single currency by January 1 2001 . 

With a market share of almost 7 per cent and more than 
200 branches around Greece, Ionian is the first big state- 
controlled bank to be offered for sale under the govern- 
ment's privatisation programme. 

A six-week strike at Ionian earlier this year underlined 
union opposition to privatisation. Commercial withdrew an 
offer to sett a 51 per cent stake last'month on grounds 
that the only bid was too low. Despite its high market cap- 
italisation, Ionian is only marginally profitable, with operat- 
ing expenses equivalent to almost 70 per cent of operating 
income. Kerin Hope, Athens 

HOLOCAUST FUNDS 

Austrian bank under scrutiny 

New documents discovered in Poland allegedly show a 
dose business relationship between the Austrian bank 
Creditanstalt and Nazi concentration camps during the 
second world war, raising the likelihood that the bank will 
be sued by Holocaust survivors. 

The documents, published by the Austrian news maga- 
zine Profit, allege that the Cracow branch of Creditanstalt 
acted as a transfer agent for Polish families that wanted to 
send funds to relatives in the camps. The bank received a 
fee of SchlOO ($8.40) at today's prices for every money 
transfer. 

Creditanstalt, now part of Bank Austria, is already being 
targeted for a possible class action suit by the US lawyer 
Edward Fagan, who represents Holocaust victims and their 
heirs in several law suits against European banks and 
insurance groups. Mr Fagan is scheduled to come to 
Vienna today. Eric Frey, Vienna 


SLOVAKIA 

Dispute at TV station 

TV Markiza, Slovakia's main commercial television station, 
stopped broadcasting yesterday when it was occupied by 
its new owners after a court judgment. Pavol Rusko, gen- 
eral director and former co-owner of a 51 per cent stake in 
the station's operating company, went on air to announce 
that he had been sacked and called on his employees to 
halt broadcasting. 

Mr Rusko, a prominent opposition supporter, has said 
his company’s seizure is “political revenge" by the govern- 
ment and that he would leave the country until after the 
election next week because he feared arrest The broad- 
casting regulator has also criticised TV Markiza for its 
election coverage and has halted one of its programmes. 

Last month a court sold Maridza-Slovakia, a company 
owned by Mr Rusko and his partner to Gamatex, a private 
company, for Sk232,000 ($6,666) after he failed to honour 
a disputed contract The remaining 49 per cent of STS, the 
operating company, is owned by Central European Media 
Enterprises, a US-listed company, the main commercial 
television broadcaster in the region. Robert Anderson 

EUROPEAN COURT 

BP wins investment case 

Bp Chemicals yesterday won a challenge in the European 
Court against a- European Commission decision that a 
L3,OO0bn (S1.fibn) investment in Italy's state-owned Eni- 
Chem did not constitute state aid. 

BP brought the challenge in January 1995, after Brussels 
decided not to investigate the investment because It would 
generate returns that would similarly have attracted a pri- 
vate investor in a market economy. 

The investment was the last of three financial injections 
into EnlChem to fund a restructuring programme, which 
included closure of several uncompetitive chemical plants. 

The first two payments were classified as state aid, but 
approved by the Commission. However, Brussels decided 
that the third investment was not state aid and so did not 
conduct the normal approval procedure. 

The court ruled that since the three investments were 
made over less than two years as part of a continuing pro- 
gramme, there were no grounds for treating the final pay- 
ment differently. a w 

The first two investments had brought no returns. 

Indeed, they left EniChem "still making significant fosses 
which threatened its continuing viability". 

The Commission, which can appeal against the court's 
ruling, has been ordered to pay two-thirds of BP Chemi- 
cals' costs in bringing the case. Jenny Lues by, London 

ITALIAN CRIME 


Police say Mafia aide held 

Italian police yesterday arrested Mariano Trqia, believed to 
be the right-hand man to the boss of the Sicilian Mafia. 

But officials were quick to warn that the fight to dis- 
member the Mafia's core was far from over. 

“This is an extraordinary arrest. It must not be under- 
estimated" said Giuseppe Lumia, member of the anti-Ma- 
fia committee in the lower house of parliament “But now 
we have to devote all our energies to the other hiqh-profile 
fugitives." 

Mr Troia, 65. was captured at dawn when police 
stormed his hideout on the outskirts of Palermo. 

He Is accused of having worked behind the scenes to 
help mastermind some of the Mafia's highest-profile 
crimes, including the 1992 killing of Salvo Uma, an Italian 
member of the European Parliament Reuters, Rome 
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EUROPE 


Car parts copyright plan dropped 


By HeU Buckley m Strasbourg 


Europe's consumers will 
continue to be able 
to shop around for spare 
parts for their cars from 
competing manufacturers 
after the European Union 
yesterday backed away 
from plans to allow car- 
makers to copyright indus- 
trial designs across the 
EU. 

Car parts manufacturers 
such as Pilkington. Lucas 
Varity and St Gobain 
broadly welcomed a compro- 
mise between the European 
Parliament and EU minis- 
ters, approved by parliament 
yesterday, which win main- 


tain the status quo in the 
EculSbn-a-year (S17-5bn) 
market 

The European Commis- 
sion, the EU executive, pro- 
posed legislation to harmon- 
ise legal protection of 
designs for all sorts 
of complex products, includ- 
ing car parts, in 1993, in the 
face of vastly differing legis- 
lation in different member 
states. 

Countries such as the UK, 
Spain, Germany and Italy 
provided little legal protec- 
tion, while others gave 
design holders full legal pro- 
tection. 

Harmonising the rules was 
seen as an important part of 


completing the EU's single 
market 

But the subject proved so 
controversial that EU minis- 
ters were unable to reach a 
common position until 1997, 
when they “agreed to dis- 
agree" by proposing to allow 
EU states to continue to 
maintain different rules. 

Countries with strong pro- 
tection were not prepared to 
see this watered down, while 
others argued that allowing 

carmakers to copyright parts 

for long periods would 
restrict competition and con- 
sumer choice. 

The European Parliament, 
which shares responsibility 
with , ministers In agreeing 


single market issues, 
attempted to insert a 
so-called “repairs clause”. 

This would have allowed 
other manufacturers to 
make parts for repairs if 
they paid a “fair and reason- 
able compensation" to the 
design .holder - a form of 
compulsory licensing. Minis- 
ters rejected the Clause. 

The final compromise 
allows EU states to maintain 
existing laws on industrial 
designs, and to th em 

only If the purpose is to lib- 
eralise the market for such 
parte". 

Rupert Hughes, of the 
Campaign for the Freedom 
of the Automotive Parts and 


Repair market, said that 
the compromise was “on 
the whole satisfactory". 

“We're obviously disap- 
pointed that there is no finq] 
solution. But we're satisfied 
that the directive sends a 
dear message that when any 
state changes its law it has 
to be in the direction of lib- 
eralisation," Mr Hughes said. 

The European Co mmission 
is due to reexamine the situ- 
ation after three years and 
to invite carmakers and 
parts manufacturers to 

reach a voluntary agreement 
on design protection. 

But industry insiders sug- 
gest there is little chance of 
a voluntary agreement. 


Ukraine currency reserves warning 


By Charles Clover in IQn 


The Ukrainian central bank 
Is in danger of violating 
International Monetary 
Fund conditions if it spends 
its foreign exchange reserves 
to defend its currency or on 
servicing its debts, the gov- 
ernor of the central bank 
said yesterday. 

A $170m loan tranche falls 
due this week, and the gov- 
ernment would like creditors 
to roll over their securities 
Into bonds of two year matu- 
rities being offered by the 
finance ministry. 


A default on the bond, 
which is denominated In 
hryvnia but hedged in dol- 
lars, could trigger a cross 
default clause in Ukraine’s 
outstanding eurobonds, 
causing them to become due 
immediately, according to 
western bankers. The pay- 
ment falls due on September 
19, with annthwr tranche of 
equal size due in December. 

But spending central bank 
funds to meet the payment 
could cause reserves to foil 
below the level specified by 
the IMF as a condition for a 
$ 2 . 2 bn, three-year loan 


which the Fund started dis- 
bursing last week. 

Ukraine’s gross bard cur- 
rency reserves yesterday 
stood at over Jlbn, after the 
infusion of the first $2S6m 
tranche of the IMF loan, 
according to Viktor Lysy- 
tsky, chief economist at the 
central bank. 

Up to 3900m in World 
Rank loans could also be 
made available this year, 
with $29Qm available by the 
end of this week, according 
to John TTanmn , chief econo- 
mist at the World Rank in 
Kiev. However, analysts said 


this money could not be 
spent on debt service, as the 
IMF-specified reserve floor 
had taken into account fur- 
ther multilateral credits. 

“A waiver of these require- 
ment requires a board deci- 
sion by the IMF,” said a 
western economist in Kiev. 

“If they default, they 
would lose access to interna- 
tional capital markets for 
years. On the other hand, if 
they service their debt, and 
undertake the structural 
reforms, they might be able 
to come hack to the markets 
In six months," said Alexan- 


der Bazarov, head of Credit 
Suisse First Boston, the 
investment bank, in Kiev. 

Viktor Yushchenko, the 
central h ank governor, 
added that a plan to restruc- 
ture l.lbn hryvnia (3354m) 
In short-term government 
debt owed to local banks was 
“entirely voluntary", con- 
trary to press reports that 
the restructuring amounted 
to a default. He said the gov- 
eminent was negotiating 
with local banks to try to 
restructure l.lbn hryvnia in 
treasury bills into longer 
maturities. 


FRUIT OF THE LOOM US CLOTHES GROUP MAY CUT JOBS 


Ireland ponders move 
to recover grant 


By John Murray Brown 
in Dublin 


The Irish government said 
yesterday it was prepared to 
take legal action against 
Fruit of the loom to recover 
a grant of I£llm (316m) to 
the US clothes manufacturer 
and retailer, which is threat- 
ening to reduce its Donegal 
workforce. 

The dispute comes amid 
reports that Fruit of the 
Loom plans to move some of 
its Donegal T-shirt sewing 
factories to a lower-cost loca- 
tion in Morocco. 

The row is a reminder that 
Ireland - the European 
Union’s fastest growing 
economy - is finding it 
harder to provide competi- 
tive wage rates for low tech- 
nology operations. 

On Monday Mary Harney, 
the deputy prime minister 
and minister for enterprise 
and employment, held an 
ill-tempered meeting with 
Bill Farley, chairman of 
Northwest Industries, Fruit 
of the Loom's parent com- 
pany, in a bid to limit the 
job cuts and secure guaran- 
tees on severance payments. 

After faking legal advice, 
the Irish government told 
the company it owed the 



Mary Harney, Ireland's deputy 
prime minister: sought to 
limit the Job I 


government I£llm for 
employment grants in 
respect of the 700 workers 
threatened with redundancy. 

Officials say that when 
Mrs Harney demanded the 
repayment in full. Mr Farley 
"took great exception, and 
then disputed the figure”. 

Ms Harney is due in Done- 
gal today to announce n task 
force to attract new jobs to 
the area, which suffers 20 
per cent unemployment 
against the national level of 
9 per cent. 

Fruit of the Loom employs 
more than 3JX)0 workers in 


eight factories set up in the 
19S0s In Donegal and across 
the border in Northern 
Ireland, having bought out 
the McCarter family busi- 
ness. Around 1,100 workers 
are to be put on a three-day 
week from Monday. 

In a parallel development, 
the Industrial Development 
Agency, the government’s 
investment authority, is 
about to launch its first ever 
court proceedings against a 
foreign investor in a case 
against Hartmann, a Dutch 
electronics company, over n 
smaller T£2m grant. 

Dublin’s insistence on 
recovering the money under- 
lines a new self confidence of 
the Irish authorities when 
dealing with foreign inves- 
tors in whom they feel disap- 
pointed. 

Ireland is establishing a 
new tax regime for foreign 
investors, with a new 12.5 
per cent corporation tax rate 
to be phased in from 2003. 

With those investors set 
up before that date set to 
benefit from the current 10 
per cent rate, the European 
Commission has taken the 
unusual step of limiting the 
number of new investments 
signed up during the transi- 
tional period. 


Spanish group seeks to clean up as euro approaches 



Living with 
the euro 


By David White 


It is really a pretty bald 
statement, coming from the 
head of a big industrial 
group: “We will never again 
raise prices. Never.” 

Salvador Gabarrfi smiles, 
knowing that the first reac- 
tion is disbelief. “Everybody 
laughs," be says. “But my 
organisation is already con- 
vinced." 

It is one of the firm conclu- 
sions he has come to about 


the implications of Spain’s 
membership of the euro, the 
single currency to be 
adopted by ll member coun- 
tries of the European Union 
from January L 

Mr Gabarri is chief execu- 
tive of Roca Radiadores, run- 
ning an increasingly multi- 
national empire from the 
company’s base in Barce- 
lona. Roca is. In a literal 
sense, a household word: 
Spain's most frequently 
encountered make of sanitar- 
yware. 

He expounds a radical ver- 
sion of the changes in com- 
mercial and industrial prac- 
tices which will be required 
to succeed in the euro-zone. 


These include a complete 
overhaul of the way prod- 
ucts are distributed and cli- 
ents are hilled in markets 
which will no. longer he 
defined by national borders. 

When prices became trans- 
parent between one euro- 
zone country and another, 
they will tend to level out, 
and to level out downwards, 
Mr Gabarrd says. Wages, he 
believes, will be much 
slower to converge, which 
means that Spain - mid even 
more Portugal, where Roca 
has three plants - will keep 
9 relative advantage in man- 
ufacturing costs. 

1 t hink it will take 'many 
years for a Spanish worker 


to earn as much as a Ger- 
man," he reckons. 

But the competition in 
Roca’s sector will also come 
from non-member miratripw 
such as Turkey - where the 
group recently bought a half- 
share In a sanitaryware 
manufacturer. 

“I know what will happen 
If 1 don’t have competitive 
prices," he says, convinced 
that Roca’s French and Ger- 
man competitors will have 
to cut theirs to come into 
line. 

“Everyone is looking to 
see how, if I don’t increase 
prices, I ' can earn more 
money.” His answer an 
annual productivity gain of 6 


to 8 per cent He plans to 
introduce continuous desig n 
improvements, and squeeze 
suppliers. 

The advent of the euro 
marks a distant extreme 
from the climate of cosy pro- 
tectionism in which compa- 
nies such as Roca grew up in 
Catalonia. Roca started dur- 
ing the first world war as a 
repair shop for textile 
machinery, run by three 
brothers. Seeing the d ecl i ne 
in textiles, the region's tradi- 
tional staple industry, they 
went to work in France to 
look for an alternative trade, 
and came back to make 
cast-iron radiators - thus 
the company name. This led 


to cast-iron baths, then por- 
celain. 

With 7,000 employees and 
1997 sales of PtalSObn 
($906m), it now r anks among 
the world's top 10 bathroom 
suppliers - one of a number 
of privately controlled fam- 
ily companies in Catalonia 
that have quietly but rapidly 
turned themselves into Euro- 
pean or global enterprises. 

The Roca family, always 
reluctant to publicise its 
affair s, still owns the com- 
pany bat no longer holds 
any management posts. Five 
years ago. the company was 
90 per cent geared to the 
Spanish market Now a third 
of its business is abroad. 


including both exports and 
foreign production. It has 
factories in the Dominican 
Republic, Portugal, Italy and 
Morocco, is building one in 
Poland and plans another in 
China. 

Roca plans to restructure 
its commercial network 
throughout the single-cur- 
rency zone, cut administra- 
tive johs and centralise its 
billing in euros. “We see it 
very clearly,” says Mr 
Gabarrt. 

In anticipation, it has 
already this year closed a 
storage facility it had in Por- 
tugal for bathroom tiles. The 
Portuguese market, says Mr 
Gabarrd, will now be treated 


in the mme way as a Span- 
ish region. The group will in 
future have a reduced num- 
ber of logistical centres, not 
necessarily in each target 
country, a single central 
administration, and sales- 
men travelling in cars across 
Europe. 

And as for prices, be is 
already practising what he 
preaches. With consumer 
demand rising strongly in 
Spain, there would be room 
for some increase in on the 
company's catalogue of bath- 
room equipment. But it has 
not changed its prices since 
January last year and has no 
plans to do so. “Ever." 
insists Mr Gabarrb. 
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As a multinational business, your global communi- 
cations are mission critical. Only a truly international 
and independent single source provider can reliably 
deliver totally seamless solutions. You may already 
know dial multi-vendor and alliance solutions do not 
deliver either quiddy, effectively or globally. Our 

strength lies in our independence and specialiMtion. 
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recognise Infooet as a stable and innovative supplier. 
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network services. 
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THAILAND DRINKS LUCRATIVE MONOPOLY OF THE SURAMAHARAJ GROUP IS TO CEASE BY THE END OF NEXT YEAR 



fr 


Bangkok to liberalise liquor production 


By Ted Barriacfce in Bangkok 

Thailand yesterday 
announced it would liberal- 
ise its liquor production at 
the end of next year, ending 
one of the country’s tightest 
held and most lucrative 
monopolies. 

Since 1986 the Suramaha- 
raj group, controlled by 
Charoen Siriwatanapakdl, 
has operated each of the 
country’s 12 distilleries via a 
concession from the govern- 
ment, which owns the pro- 


duction facilities. Mr Char- 
oen has also controlled the 
rights to all local whisky 
trademarks. Including the 
Mekong and Sangtip brand 
names. 

Under a decision taken by 
Thailand's cabinet, the con- 
cessions with Mr Charoen 
will not be renewed when 
they expire at the end of 
1999. Instead the government 
wtU either sell or lease its 12 
distilleries to different com- 
panies. 

In addition, the govern- 


ment will auction the rights 
to use the various brand 
names, which although 
called “whiskies" are actu- 
ally low-cost rums. There 
has a been a renewed surge 
of sales and a rise in popu- 
larity of these drinks since 
Thailand’s economic crisis. 

Investors, Including for- 
eigners, will also be able to 
receive distilling licences 
and construct new produc- 
tion facilities. Already Boon- 
rawd brewery, which com- 
petes with Mr Charoen in 


beer brewing, says it will 
enter a joint venture with 
Suntory of Japan to pur- 
chase a distillery or bufld a 
new one. 

Any new entrant will ‘face 
stiff competition from Mr 
Charoen. Executives of Sura- 
maharaj say they are repeat- 
ing a strategy employed 
decades earlier when their 
monopoly was threatened 
a nd building up a stock of 
whisky - likely to top 60m 
litres by the time the conces- 
sion expires - that could 


make competitors suffer 
losses far years. ‘ 

The decision is a‘ farther 
setback for Mr Charoen, who 
recently saw his large stakes 
In First Bangkok City Bank ■ 
and Bangkok Metropolitan 
Bank wiped out when they 
were nationalised. 

Mr Charoen had used, his 
wen. honed lobbying tech- 
niques to argue for an exten- 
sion of his concession s , argu- 
ing that government 
revenue would drop as the 
royalty fees outstripped 


potential tax earnings. Boon- 
rawd clai m s that in the 10 
years Mr Charoen has had 
the whisky monopoly, the 
government Jsas actually lost 
BtTObn (fLTbn) imbyenu e. 

Finance ministry officials 
agreed that in -the first few 
years of liberalisation reve- 
nue was likely., to drop 
slightly. But they argne-that 
the revenue pattern is likely 
to follow that of beer, which 
was liberabsed-a decade ago 
and contributes more to the 
government than whisky. 


Operators race 
to modernise 
Greek ferries 


By Kerin Hope in Athens 

Minoan Lines, the 
Crete-based operator, bas 
raised the stakes in a race to 
modernise Greece’s passen- 
ger fleet by placing a $250m 
order for two high-speed fer- 
ries with Italy's Fincantieri 
shipyard. 

Minoan said yesterday the 
two new ferries, due to be 
delivered in zooa and 2001, 
would cut the sailing time 
between Piraeus and Herak- 
lion. the busiest Greek 
island route, from 12 to six 
hours. Bach vessel would 
carry up to 2200 passengers 
and 1,000 cars. 

Several Greek operators 
have launched fleet renewals 
ahead of the abolition in 2003 
of cabotage regulations, 
which would open up Greek 
island routes to interna- 


tional operators. The latest 
order raises the total invest- 
ment in new buildings by 
Greek ferry operators to 
almost 31 bn. Established 
operators were able to cover 
at least 80 per cent of the 
cost of a new ferry through 
bank loans, with the rest 
coming from rash flow a nd 
rights issues on the Athens 
stock exchange, analysts 
said. 

Competition is sharpest on 
the Adriatic crossing 
between Greece and Italy, 
the main route to EU mar- 
kets for Greek exporters and 
the most popular gateway 
for tourists bringing cars 
and campers to Greece. 

Greek ferry operators are 
expected to introduce 
high-speed vessels on long- 
haul domestic routes in 2000. 
More catamarans and hydro 



One of Attica Ent erpri se s’ fast ferries: tt haa recently ordered four more for the competitive Adriatic crossing between Greece and Haty 


foils would be licensed to 
operate shorter routes carry- 
ing tourists to the Aegean 
islands, merchant marine 
ministry officials said. 

Last month. Attica Enter- 
prises. which already oper- 
ates four fast ferries between 
Greece and Italy, placed a 
3450m order with Howaldt- 
swerke Deutsche Werft. a 
German yard, for four 
high-speed ferries and took 
an option for another two 
vessels. The first two are due 
to be delivered early in 2000 


“Competitive pressures 
mean there is no alternative 
to the fast ferry, and the lift- 
ing of cabotage sets a dead- 
line for everyone.” said Yan- 
nis Cridcos. Attica’s finance 
director. 

Attica, which Is listed on 
the Athens stock exchange, 
has arranged a loan package 
with KWF, the German 
bank, after raising Dr20bn 
f$67m) through a rights Issue 
earlier this year. Minoan 
raised Drl5.4bn in March 
through a public offering. 


Since introducing fast ferries 
in Greek waters four years 
ago, Attica has become the 
m a r k e t leader on the Adri- 
atic route with- a 2530 per 
cent share of passenger and 
truck traffic. Its main com- 
petitor is Minoan. with three 
fast ferries. 

A third Greek operator, 
Strintzis Lines, has placed 
its first order for a 
high-speed ferry with Van 
Der Giessen De Noord, a. 
Dutch shipyard. It will cost 
$88m and is due to be deliv- 


ered in 2000. Strintzis win 
finance the order out of its 
own funds', following a 
3100m private, placement 
with Institutional investors 
abroad. 

NEL. a small passenger 
operator based on the 
north-east Aegean island of 
Lesvos, plans to replace a 32- 
year-old ferry due to be 
retired in 2001 with two 
high-speed vessels which 
would each carry 1.000 pas- 
sengers and 200 vehicles. 



WE CAN TRACE OUR LINEAGE 
TO A COTTAGE IN THE COTS WOLDS. 


This is the Georgian family home, lovingly rebuilt by 
Martin Bath. When Martin isn't restoring the past, 
he's helping Smiths Industries to create the future. 
Me was part of the team that developed ELMS - the 
revolutionary Electrical Load Management System that 
helps airplanes to use electrical power more efficiently. 
It's a system you’ll find on board every' Boeing 777. 

i ~ 1“. 


Boeing has been working with European experts like 
Martin and their companies for 30 years. For one simple 
reason: we want to work with people who are best at 
whar they do. Of course, building an airplane is a massive 
enterprise. It takes teamwork on a grand scale. Many 
individuals, many companies, many countries. But 
working together, we can do almost anything. 






S Africa 
edges 
towards 
EU pact 

By NeQ Backley In Strasbourg 


NEWS DIGEST 


INDONESIAN INV ESTME NT 

Hopewelj halts work on 
$ 620 m power project 

Hopewell Holdings, the Hong Kong-based Infrastructure 
-group, yestoday issued a force mq/aure notice to safe' 
guard its HK$4:8bn (USS620m) investment in its Indone- 
sian power project. Tanjung Jati B. Work will cease on the 
project, which js now unHkely to meet its 2000 completion 
date. The move was triggered tyaninabHity to draw down 
loans necessary to complete the work. According to Hope- 
well, loans were withdrawn and contractors suspended 
work as confidence In Indonesia - and power projects in 
particular- evaporated. 1 
Hop awefl has continued Its Indonesian investment 
throughout the country's economic and political turmoil, 
which prompted many other project sponsors and finan- 
ciers to pull out earlier. Yesterday Gordon Wu, chairman of 
Hopewell, said he befeved tire contract could still be suc- 
cessfully completed. “We will continue to work doseiy with 
the Indonesian parties to enable work on the project to 
resume as soon as possible," he said. - 
Hopewell said ft would make provisions against the 
Indonesian power project, which is its sole power interest 
following the sale of Consolidated Electric Power Asia to 
Southern Company of the US in October 1996. 

The group already made provisions last year for its 
equity holdings and the scrapped Bangkok road and rail 
system. Louise Lucas, Hong Kong 

VIETNAM POWER PROJECT 


European Union and South 
African offinah are hoping 
for a breakthrough-ar they 
resume four-year-old talks 
today on a free trade agree- 
ment 

Both sides had hoped the 
deal could be wrapped up 
before South African Presi- 
dent Nelson Mandela's visit 
to the ED's Cardiff summit 
in Jime. 

But the complexities of the 
proposed pact which would 
liberalise about 90 per cent 
of trade between the two 
sides, defeated efforts to 
complete the talks before 
Cardiff, with Mr Mandela 
leaving empty-handed. EU 
leaders, however, set an 
autumn target for- agree- 
ment 

The deal is also a test case 
since it will be the first such 
trade agreement between the 
EU and a member of the 
70-nation Lonte Convention 
- African, Caribbean and 
Pacific countries which 
enjoy trading privileges with 
theEU. 

Under plans for renegotia- 
tion of Lotnfe, to start in com- 
ing weeks, elements of the 
existing system are due to be 
replaced , by new regional 
free trade areas. 

EU offi cials are optimistic 
the next three days of talks, 
the 21st round since 1994, 
could be the last at technical 
level, leaving only small 
details to be dedded at polit- 
ical leveL 

But significant differences 
remain in important areas. 
One is the comparative 
speed of tariff dis mantling 
on industrial products, 
including textiles, chemicals, 
cars and steel 

Liberalising agricultural 
trade is particularly sensi- 
tive, with South Africa anx- 
ious to get access to the EU 
market for products such as 
canned fruits and juices - 
highly problematic for the 
EU. 

South Africa is unhappy 
with the current EU offer on 
agriculture and is insisting 
on more concessions. 

The two sides must also 
agree on rules of origin, and 
competition and state aid 
rules. South Africa is adopt- 
ing its own competition and 
subsidies laws and wants to 
see these in place before 
agreeing to submit to the 
ElTs. 

The EU has linked the 
mam trade deal to successful 
agreement on a side deal on 
fisheries, providing for 
mutual market access, and 
allowing European vessels to 
fish in South African territo- 
rial waters. 

But South Africa is 
unhappy with the Rnkagp. 


Mitsubishi wins big contract 

Mitsubishi Heavy Industries has won a turnkey contract 
from Vietnam’s state-owned power company. Electricity of 
Vietnam (EVN), to construct a much-delayed 1 ,000 MW 
gas-fuelled thermal power plant at Phu My south-east of 
Ho Chi MJnh City. The project, under discussion for more 
than five years, is backed by a Y48.8bn ($3 73m) loan from 
Japan’s Overseas Economic Co-operation Fund (OECF); 
no details of the final contract price were released. In 
1993, the loan was the first to Vietnam to be approved by 
the OECF but the bidding process and contract award 
were delayed by a series of disputes between OECF and 
EVN. 

The new plant, to be completed by the end of 2000, will 
form part of a larger power and industrial complex at Phu 
My, which will eventually be supplied by offshore gas 
reserves from the Nam Con Son Basin, under a $1.5bn 
development proposed by BP and Statoil. Phu My is 
already the site of a 600MW World Bank-funded power 
plant, tiie first stage of which was completed last year. 
Jonathan Birchall, Hanoi 


BULGARIA TELECOMS 

Western groups interested 

Eight western telecommunications groups have expressed 
Interest in Bulgaria's plan to sell 51 per cent of the state- 
owned Bulgarian Telecommunications Company (BTC). It 
will be the country's biggest privatisation deal and is 
expected to value BTC at between $1bn and Sl.Sbn. 

Preliminary information on BTC has been requested by a 
group of European and US telecoms operators, including 
France Telecom, Deut sche Telekom, KPN of the Nether- 
lands, Telecom Italia. OTE of Greece. Matav of Hungary, 
Telefonica of Spain and SBC Communications of the US. 

Most of the companies have existing interests in fixed 
line or mobile telephone operations in east Europe, and 
OTE and Telecom Italia are currently competing to buy a 
strategic 35 per cent holding in Rom Telecom, the state- 
owned telecoms utility in neighbouring Romania. 

Romania’s efforts to stage a serious bidding contest for 
the Rom Telecom stake have been hit by toe recent with- 
drawal of both KPN and SBC from toe negotiations, how- 
ever. and there are fears In Sofia that toe current turmoil fa 
emerging financial markets could also cut toe field of 
potential bidders in Bulgaria Telecoms groups must regis- 
ter with the Bulgarian privatisation agency in coming 
weeks in order to start due diligence investigations. 

Kevin Done, East Europe Correspondent 

US to mediate 
in conflicts over 
Caspian oil 


By Christop h er Parites 
in Houston 

Bill Richardson, US energy 
secretary, plans a diplomatic 
campaign to settle the politi- 
cal dogfights slowing the 
exploitation of ofl reserves in 
the Caspian Sea basin. 

After talks with US oil and 
gas company executives and 
energy ministry officials 
from Turkmenistan at the 
World Energy Council (WEC) 
congress in Houston this 
week, he said he expected to 
visit the region very soon. 

It was important for US 
national security, and that of 
the world, he claimed, for 
stability to be restored. 

The US might offer to act 
as a mediator in the Turk- 
menlstan-Azerbaij an dispute 
as part of a “major effort. . . 
to accelerate energy security 
needs for the United States 
and our antes," be said. 

Mr Richardson, a former 
US ambassador to the United 
Nations, said the US had 
"policy preferences” for the 
disputed route of a pipeline 
to transport Caspian ofl and 
gas, but refused to give 
details. But Cumhur ErsQ- 
mer, Turkish energy minis- 
ter, took the opportunity 
provided at the WEC event 
attended by about 5.000 poli- 
ticians and oil, gas and util- 
ity industry executives, to 
underscore his country’s 
claim to provide an “energy 
bridge” from the Caspian. 

Turkey expected its cur- 
rent reliance on imports for 
60 per cent of its energy 
needs to rise to 75 per cent 
by 2010, he said. Consump- 
tion was increasing by 8 per 
cent a year, compared witb 
about 2 pa cent in industria- 
lised countries. 

As a big importer, and 


offering "a natural bridge" 
between the landlocked Cas- 
pian and central Asia 
regions, he said Turkey bad 
a critical role to play in 
opening these areas to inter- 
national markets. 

State-owned Turkish 
Petroleum has stakes in sev- 
eral Caspian joint ventures, 
and the government is eager 
to see disputes settled and 
work starting on the proj- 
ected Baku-Ceyhan oil pipe- 
line, a 1.730km link between 
Azerbaijan, crossing Geor- 
gia. and ending at Turkey's 
Ceyhan marine terminal. 

The feasibility of a gas line 
passing through Turkey to 
Europe from Turkmenistan 
was still under study, Mr 
Ersflmer said. 

Although there is much 
debate over the scale of Cas- 
pian oil reserves - Washing, 
ton's estimates are more 
than four times those of the 
International Energy Agency 
- US oil companies have 
already invested more than 

$3bn in the region and their 

Joint venture commitments 
total almost $40bn. 

In his prepared speech to 
the congress, Mr Richardson 
stressed the impact of 
spreading industrialisation 
on demand for oil. In little 
more than 20 years, extra 
demand would exceed cur- 
rent production from the 
Gulf, he said. 

The strain on resources 
was cause for concern, but 
expanding consumption 
could also be a driver of eco- 
nomic recovery, stability 
and growth in all parts of 
the world. The benefits for 
exporting countries would 
include a share of the 
$30,000bn needed to finance 
energy projects worldwide 
over the next 20 years. 
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Th^>o Mbekb his office held months of consuttaUons with business 
teatl6ra Ashley Ashwood 


S Africa fund 


launched 


to boost jobs 


By Victor Mallet 
Jn Joftamestwg 




South African big business - 
including banks, industrial 
groups, newly created black- 
owned corporations and the 
Anglo American conglomer- 
ate - yesterday launched a 
trust fund aimed at reducing 
the country's 30 per cent 
unemployment rate. 

The fund, to be financed 
by a voluntary levy, is also 
expected to help improve 
strained relations between 
government and business. It 
is being established after 
months of consultations 
between business leaders 
and the office of Thabo 
Mbeki, the deputy president, 
who is expected to take over 
from President Nelson Mand- 
ela after a general election 
next year. 

The ruling African 
National Congress and its 
Communist and trade union 
allies have long regarded 
capitalism in general and 
South African businesses in 
particular with suspicion. 
They have accused big com- 
panies of collaborating with 
the white minority regime 
during the apartheid era . 

Leslie Boyd, chairman of 
Anglo American Industrial 
Corporation, told a meeting 
of business leaders yesterday 
that job creation was vital 
for South Africa's future. 

"It is, in my view, also in 
the interest of our compa- 
nies and our shareholders 
that we should be seen to be 
part of the new South Africa, 
and thoroughly committed 
to making the country work 


for all South Africans," he 
said. 

Business executives say 
the new fund will focus an 
education and training - 
neglected under apartheid 
for the black majority and 
still inadequate today - and 
on creating jobs in the tour- 
ism sector, which is 
regarded as having a high 
growth potential in the 
immediate future. 

They hope businesses will 
contribute at least Rlbn 
(5160m). Michael Spicer, a 
director of Anglo American, 
said the proposed formula 
was for listed companies to 
donate the equivalent of 0 J5 
per cent at their market cap- 
italisation, with non-listed 
companies giving 2 per cent 
of after-tax earnings. 

In a nod to the recent 
weakness of the Johannes- 
burg Stock Exchange, Mr 
Spicer suggested an alterna- 
tive formula for listed com- 
panies under which they 
would pay 0.03 per cent of 
their market value each year 
for five years. Same compar 
rues have lost half thfeirmar- 
ket capitalisation in "the 
recent global financial tur- 
moil and would therefore be 
paying half as much as origi- 
nally p lann ed. 

The companies involved 
emphasise that business will 
control the fund (there will 
be 32 trustees from business 
and eight from government) 
and say they prefer using 
their money in this way 
rather than handing it over 
to the state. Management 
costs will be limited to 5 per 
cent of the money raised. 


Palestinians 
‘being deported 
from Jerusalem’ 


By Judy Dempsey In Jerusalem 


Israel has been accused of 
continuing to deport Pales- 
tinians from east Jerusalem 
through the confiscation of 
residence permits, hindering 
family unification and block- 
ing the registration of new 
births. 

The claims, denied by the 
interior ministry, were made 
in a report published yester- 
day by BTselem, the Israeli 
Information Centre for 
Human Rights in the Occu- 
pied Territories, and 
HaMoked. Centre for the 
Defence of the Individual- 
They run counter to ear- 
lier government pledges to 
ease such policies. They also 
suggest that Israel wants to 
establish “facts on the 
ground” through the con- 
struction of Jewish settle- 
ments in and around east 
Jerusalem before starting 
talks on a final settlement 
mth the Palestinians. 

Last year, government offi- 
cials said bureaucratic obsta- 
cles hindering residence by 
Palestinians in 
would be removed- Under 

pressure from Madeleine AJ- 

bricht. US secretary of state. 
Msed the issue M 
her visit to the region a year 
ago, Benjamin Netanyahu, 
prime minister. a P^“? y 
intended to change the taw^ 
instead, the report sa^ 
that the interior J™**; 
with support tram ttu 

££S « 

cards and deny families 

health insuring 
in addition, since the eiec 


tion of the Netanyahu gov- 
ernment in 1986, the confis- 
cation of residence permits 
has increased, the groups 
claim -* on the grounds that 
residents stayed away from 
the city for several years or 
did not make it. “the centre" 
of their life. In 1995, 96 per- 
mits or identity cards were 
confiscated compared with 
688 in 1996 and 606 last year. 
Five hundred cases are 
under review. 

The report, supported by 
interviews and cases submit- 
ted to the High Court, said 
the ministry was also using 
administrative measures to 
block family unification 
requests, whicb last year 
totalled 7,470. The ministry 
claims it grants requests 
only “in exceptional cases". 
Last year it said it would 
grant permanent residence 
status for only five years 
and three months but only 
after approval of the request 
for famil y unification. 

Moreover, the ministry 
does not automatically regis- 
ter children born to east 
Jerusalemites, or issue them 
identification numbers 
which would record their 
residence as weE grve par- 
ents the right to claim 
health insurance allowances. 

BTselem claims the state 
National Insurance Institute, 
whicb provides health insur- 
ance to ’every Israeli resi- 
dent, does not provide auto- 
matic Insurance to east 
Jerusalemites. It first con- 
ducts exhaustive investiga- 
tions to verify residence, 
often taking several months, 
even though the family may 
have residence papers. 
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EMERGING MARKETS MOODY'S SAYS GROWING LIKELIHOOD OF DEFAULT ON LATIN AMERICA DEBTS 


‘Real risk of self-fulfilling prophecy’ 


By Edward Luce, Capita! 
Martels Editor, fn London 


The report issued by 
Moody's Investors Service 
yesterday could not have 
come at a worse time for 
emerging market govern- 
ments. 

Moody's, which came in 
for severe criticism for alleg- 
edly having failed to antici- 
pate the Asian financial tur- 
moil last October, said there 
was a growing likelihood 
Latin America could default 


on its foreign debts if the 
current turmoil persisted. 
Standard & Foot’s, Moody's 
global rival, issued a similar 
warning on Monday. 

“It is a question of how 
long the crisis continues." 
said Vincent Truglia, head of 
sovereign ratings at the 
agency. 

“At some stage Latin 
American and other govern- 
ments will have to refinance 
their foreign debt obliga- 
tions. If the markets remain 
closed to them this could 


precipitate default." 

However, economists said 
the Moody’s report could 
help trigger the very crisis it 
was supposedly warning 
against. 

“The markets take a lot of 
notice of the credit rating 
agencies. " said an analyst at 
a European investment bank 
in London. 

"There is a real risk of 
self-fulfilling prophecy in all 
Of this." 

Mr Truglia said that 
Moody's had responded to 


some of the criticisms of its 
handling of the crisis in Asia 
last year. 

This included a more 
prompt response to changing 
conditions. 

“Investors want early noti- 
fication of any difficulties 
they may face in emerging 
markets," be said. “In a 
sense we are getting ahead 
of the curve." 

The report follows a series 
of sovereign credit down- 
gradings by Moody's and 
S&P over the last few weeks. 


Several countries, includ- 
ing Brazil, Argentina, South 
Korea and Mexico, have had 
their foreign currency bank 
deposits downgraded to the 
Caa level by Moody's. 

Anything rated at Caa or 
below is considered a ripe 
candidate for default on its 
foreign debt although 
Moody’s refuses to assign an 
actual probability to it 
The long-term foreign 
credit ratings of Brazil. 
Mexico and Argentina have 
also been downgraded or are 


on review for almost certain 
downgrading to single B or 
possibly even Caa in the 
next few weeks. 

Analysts said that Pakis- 
tan was considered the most 
likely country to default 
over the next few weeks. 
But, given its relatively low 
volume of foreign currency 
debt held by the private sec- 
tor, a default by Islamabad 
would have much less of an 
impact on market psycho- 
logy than one by Brazil or 
even Venezuela. 


UN panel’s report on Algeria seen as ‘feeble’ 


By Rouia Khalat 


A United Nations panel is to 
call on Algeria to reinforce 
civilian government and 
speed up privatisation of the 
economy. 

The recommendations, In 
a report to be released today, 
follow a visit in July by a 
panel of eminent people led 
by Mario Soares, the former 
Portuguese president. 

The report marks the 
international community’s 
latest attempt to help end 
six years of violence. It 
follows the surprise 


announcement last Friday 
by President Liamine 
Zeroual of early presidential 
elections, raising fears of 
more political uncertainty. 

Human rights 

organisations and 
government critics will see 
the general 

recommendations as rather 
feeble. The language of the 
report is believed to have 
been watered down 
following tensions among 
the six panel members. 

The panel took pains not 
to offend the authorities in 
the report, insisting that 


Algeria deserved the support 
Of the international 
community in its efforts to 
combat terrorism and 
ignoring human rights 
organisations' questions 
about the identity of the 
perpetrators of massacres. 

The report does not 
condemn alleged human 
rights abuses by the 
authorities, but says that 
‘Taw-enforcement, security 
and self-defence forces 
should be held to strict 
standards of accountability” 
and that it is with more 
democracy and more respect 


for human rights that one 
can fight terrorism. 

It calls on the authorities 
to give “expeditious 
attention to the complaints 
of arbitrary detention, 
extra-judicial execution and 
disappearances". 

The panel also believes it 
is indispensable to 
strengthen democratic 
pluralism and to reinforce 
the civilian element in 
government, which is 
feasible. 

While urging the 
international community to 
support Algeria’s political 


and economic policies and 
its anti-terrorism struggle, 
the report warns that, if 
social conditions deteriorate, 
“it could have a very 
negative impact on the 
Mediterranean region, in 
Europe and in the 
international community". 

The panel said it believed 
there was considerable room 
to increase the pace of 
privatisation to tackle high 
unemployment and housing 
shortages, and said it was 
“crucially important” for the 
government to consider 
social reform. 


Several limitations were 
placed on the panel's visit. 
They were not allowed to 
meet representatives of the 
banned Islamic Salvation 
Front 


They and were also told 
that security reasons 
prevented them from 
visiting the house of a 
Berber singer whose 
assassination this summer 
had destabilised the Berber 
region of Kabylia. 

Foreign reporters had been 
allowed to visit the house 
during the panel's visit. 
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CUWTOW STRATEGY HIS ADVISERS SAY HE SHOULD ADMIT HE LIED; HIS LAWYERS THIN K IT WOULD BE LEGALLY DANGEROUS TO DO SO 

Torn between the political and legal 


By Gerard Baker In Washington 

Throughout the eight 
months of the worst crisis of 
Bill Clinton's presidency, 
there has been almost tangi- 
ble tension between his legal 
team and his political advis- 
ers and supporters. In the 
wake of the publication of 
the Starr report alleging pos- 
sibly impeachable offences 
by Mr Clinton that tension is 
taking on new significance. 

The outcome of the strug- 
gle is seen as crucial by both 
sides to Mr Clinton's ability 
to survive the impeachment 
process whose preliminary 
proceedings are about to 
begin. 

“The problem is that what 
may be In Mr Clinton's polit- 
ical interest is not necessar- 
ily in bis legal interest." 
says Stephen Wayne, profes- 
sor of government at George- 
town University. 

The main point of conten- 
tion between the two teams, 
following the Starr report, is 
over Mr Clinton's tortuous 
legal defence to the charge 
by Mr Starr that he commit- 
ted perjury in answering 
questions about the nature 
of his relationship with Mon- 
ica Lewinsky, the former 
White House intern. The per- 
jury charge accounts for 


four of the 11 alleged 
grounds for impeachment 
identified by the indepen- 
dent prosecutor. Most inde- 
pendent legal analysts seem 
to believe that the other 
charges - from obstruction 
of justice to abuse of presi- 
dential power - though per- 
suasive, will probably not be 
supported by incontrovert- 
ible evidence. 

Mr Clinton's official 
defence to the peijury allega- 
tion - repeated over the 
weekend - represents the 
triumph of his legal advisers 
over his political strategists. 

It says that he did not 
commit peijury, either in his 
deposition in the Paula 
Jones sexual harassment 
lawsuit in January or in his 
grand jury appearance last 
month, when he said he did 
not have a sexual relation- 
ship with Ms Lewinsky, 
because the type of sex they 
had - oral sex - did not con- 
stitute sexual relations. 

This insistence on a legal- 
istic defence has outraged 
many Democrats. On Mon- 
day, both Richard Gephardt, 
the party's leader in the 
House of Representatives, 
and Tom Daschle, the Demo- 
cratic leader in the Senate, 
ridiculed this approach as 
“hairsplitting". 



The message displayed from a New York office block is dear for 
PresMent Cflnton Reuters 


"The president and his 
advisers must accept that 
continued legal jousting 
serves no constructive pur- 
pose.” said Senator Daschle. 

That frustration is shared 
by many of the White House 
political strategists. They 
look closely at their daily 
opinion polls and infer that. 


for all the public distaste at 
Mr Clinton and bis undeni- 
ably egregious behaviour, 
the American people believe 
that the Lewinsky affair is 
essentially a case of "lying 
about sex”. 

In taking that position, the 
people seem to accept that 
Mr Clinton probably did 


commit peijury - but do not 
think it merits impeach- 
ment There appears to be 
widespread public enthusi- 
asm for what Americans 
term “closure” of the saga, 
with a public admission by 
the president that he did not 
tell the truth, some form of 
congressional rebuke - and 
an end to the crisis. 

But Mr Clinton's lawyers, 
led by David Kendall, see 
things differently. They 
think the politically attrac- 
tive route has enormous 
legal pitfalls. 

Specifically, there are 
three legal concerns: 

• Admitting peijury (a fel- 
ony, for which an offender 
could be sent to prison) 
could leave the president lia- 
ble to prosecution by the 
normal cri min al courts 
when he leaves office. The 
statute of limitations on per- 
jury is five years, meaning 
that any time between Janu- 
ary 2001, when he leaves 
office and some time in 2003, 
the president could find him- 
self in the dock. 

• The revelation that the 
president lied under oath in 
the Panla Jones lawsuit 
could be used by Ms Jones's 
lawyers as a critical argu- 
ment in their appeal against 
dismissal of the case. 


• Acknowledging perjury 
could still leave the presi- 
dent in jeopardy of impeach- 
ment A number of lawmak- 
ers, including some 
Democrats, have said they 
regard perjury as an 
Impeachable offence. The 
worry among some political 
advisers Is that by maintaln- 
ing the hairsplitting 
approach the president is 
continuing to lie. Since most 
people believe be did have 
sexual relations with Ms 
Lewinsky, repeating his 
denial, even in convoluted 
legal terms, could lead to an 
erosion of the public support 
for him. 

For that reason, many 
political commentators 
believe Mr Clinton's best 
option is to drop the "no per- 
jury” oiafrri Tw the e nd, his 
fate lies with the American 
people, who already seem to 
have made up their minds 
an the question of his verac- 
ity, and have decided it does 
not matter enough to war- 
rant impeachment. 

“The people have cut to 
the bone of this issue,” said 
Prof Wayne. “They know he 
did wrong; they know he did 
not tell the truth. But in the 
end they don't believe that 
amounts to enough to have 
him removed." 
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Clinton video 
tapes set to 
be 



By Rfcftan) Wotfh 
M Washington 


Video tapes of President Bill 
Clinton's evidence in the 
Monica Lewinsky affair 
could be released to the pub- 
lic by the end of this week, 
despite opposition from 
Democratic congressmen. 

The tapes could prove a 
further embarrassment to 
the president, who was 
accused last month of lying 
under oath in cross-examina- 
tion by Kenneth Starr, the 
independent prosecutor. 

Mr Clinton's evidence 
before a grand jury was 
recorded by cameras in the 
White House and transmit- 
ted via a secure link to the 
grand jury fitting in the fed- 
eral courthouse in Washing- 
ton. 

Republicans believe the 
tapes will play a crucial role 
in the debate over whether 
to impeach the president Mr 
Clinton is accused of com- 
mitting peijury before the 
grand jury, as well as 
obstructing Justice, to cover 
up trysts near the Oval 
Office with Ms Lewinsky, a 
White House volunteer. 

In particular, Mr Clinton's 
critics hope the tapes will 
sbow a president keen to 
engage in legal hair-splitting 
rather than providing a clear 
account of his affair with Mis 
Lewinsky - in stark contrast 
to his public apologies in 
recent days. 

The White House appeared 
to acknowledge those con- 
cerns yesterday, but per- 
sisted with Its determined 
defence against the peijury 

rlfltTWR- 

“The president has made it 


Retail sales rise 
below forecasts 


By Nancy Duran In Washington 


US retail sales increased by 
an estimated 0.2 per cent 
from July to August, the 
Commerce Department said 
yesterday. The monthly rise 
was weaker than the 0,5 per 
emit expected by economists, 
and was viewed by analysts 
as a further signal of a US 
economic slowdown. 

The department also 
revised July sales downward 
to minus 0.6 per cent. Last 
month, July sales were 
thought to have dropped by 
0.4 per cent from the previ- 
ous month, mostly because 
of the General Motors strike 
which reduced the supply of 
new vehicles to dealers. 

With this sign of sluggish 
growth, the markets will be 
watching the Federal 
Reserve ever more closely 
for hints of interest rate 
cuts. 

There was little market 
reaction to the release of the 
data yesterday. US bond 
prices firmed slightly as 
dealers thought an interest 
rate reduction more likely. 
Alan Greenspan. Fed chair- 
man, is to testify today on 
the global economic crisis in 
Congress and the Fed is to 
release its “beige book" eval- 
uating economic conditions. 


M Cary Leahey of High 
Frequency Economies in 
Valhalla, New York, said a 
weak retail report would 
increase demand for a rate 
cut. "Investors would be par- 
ticularly excited if Green- 
span found a way to com- 
ment on how significantly 
spending growth has slowed. 
“If comments by Greenspan 
are followed by a 5 to 10 
point drop in September con- 
sumer sentiment readings on 
Friday, the caD for the Fed 
to lower rates would really 
intensify." 

August sales were weighed 
down by an unexpected 
decline in the vehicle sector. 
Car sales fell by 0.2 per cent, 
depressing the overall retail 
sales rise. 

Outside the volatile 
vehicle category, sales of 
other retail goods rose by 0.3 
per cent in August 

An analysis issued by Mor- 
gan Stanley Dean Witter 
said the unexpected weak- 
ness in vehicle sales could 
be attributable to technical 
factors. 

Many categories showed 
gains last month. Home fur- 
nishing purchases rose by l 
per cent; clothing by L2 per 
cent; drug stores by 1.1 per 
cent; food stores by 0.4 per 
cent 
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dear that he does not want 
the work of Us lawyers to 
get In the way of Us admis- 
sion that he had an improper 
relationship and misled 
people to top It private. No 
legalism should obscure the 
fact that ft was wrong," the 
White House counsel's office 
said. 

Members of the House 
judiciary committee - along 
with more than two dozen 
staff workers - are now sift- 
ing through more than 2,000 
pages of documents filed by 
Mr Starr alongside his report 
last week. The committee Is 
expected to vote on whether 
to publish portions of the 
documents towards the end 
of this week, after editing 
out any confidential infor- 
mation involving “innocent" 
Individuals. 

Republicans and Demo- 
crats in the House continue 
to disagree sharply over bow 
to deal with the charges set 
out by the Starr report 

Richard Armey, the House 
majority leader, said a 
motion of censure - instead 
of impeachment - was “not 
an option that holds a lot or 
attraction". 

However, Democrats insist 
that the public does not sup- 
port impeachment. 

Newt Gingrich, the House 
speaker, said the House 
would not formally adjourn 
when it finished its legisla- 
tive work before the congres- 
sionaljslections in Novem- 
ber. 

It could then be sum- 
moned back after the elec- 
tions, while - the judiciary 
committee continued Us 
investigation into Mr Starr's 
arguments for impeachment 
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Canada urged to 
relax bank rules 


By Ted AHen in Toronto 


Canada's restrictive rules on 
ownership of financial Insti- 
tutions should be relaxed to 
allow international strategic 
partnerships and invest- 
ments by foreign banks, an 
influential study on the 
future of the Canadian finan- 
cial sector said yesterday. 

The study, commissioned 
by the federal government, 
said Canada's 10 per cent 
ceiling on individual share- 
holdings in any financial 
institution should be raised, 
subject to government 
approval, to 20 per cent for 
large institutions and elimi- 
nated for smaller ones. 

The C anadian government 
should, under exceptional 
circumstances, permit a 
Canadian bank or other 
large financial institution to 
be bought outright by a for- 
eign bank. The taskforce 
also recommended that for- 


eign institutions should be 
allowed to lend money in 
Canaria without establishing 
a physical presence in the 
country, and to engage in 
such unregulated activities 
as asset-based lending and 
wholesale finance. 

As expected, the report did 
not comment directly on the 
two proposed mergers involv- 
ing four of Canada’s five 
largest banks. But it did say 
mergers between big banks 
should not be prohibited as 
long as they can show the 
public interest will be served 
by such combinations. 

The report argues for 
greatly expanded competi- 
tion in the heavily regulated 
Canadian finayyijfl services 
market While it advocates 
curbs remaining to ensure 
Canad ian ownership of most 
large financial institutions, 
it favours open competition 
among different types of 
financial institutions. 
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On the web today 

• Obituary: George Wallace: symbol of the old south 

• Republicans push on with fast-track bill 

• Local telecom merges ‘should be stopped’ 
htfrn/A/vww.ft com/a mericas 
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Sale setback 


shrugged off 


in Brazil 


By Geoff Dyer En_SSo Paulo 


Confidence continued to rise 
in Brazilian financial mar- 
kets yesterday despite a dis- 
appointing priva tisation auc- 
tion when only one group 
bid for Gerasul, the first of 
the country’s large genera- 
tion companies to be put up 
for sale. 

Shares on the S8o Paulo 
stock exchange had soared 
11.2 per cent by early after- 
noon, following a 7J8 per 
cent jump on Monday, as 
investors remained confident 
that an emergency flrrarjre 
package would be made 
available for T-atin America 
if conditions deteriorated. 

A positive interpretation 
of Monday's statement by 
the Group of Seven leading 
industrialised nations led 
investors to ignore the news 
that the recent turmoil in 
financial markets had taken 
its toll on Brazil's privatisa- 
tion programme. Tractebel 
of Belgium offered only the 
minimum price of R$945.7m 
(US$802m) for Gerasul, 


J ft was natural for 
some investors to 
decide to wait 
a little’ 
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Microcredit, the practice of 
lending to the very poor, can 
be extremely profitable, 
according to a survey of 
such lenders in Latin Amer- 
ica. Some lenders .ahow 
returns far in excess of those 
achieved by large OS banks 
such as Citibank. 

The survey of 13 institu- 
tions, conducted by the Pri- 
vate Sector Initiatives Corpo- 
ration which aims to 
produce credit ratings on 
microlenders, found, they 
were earning an. average 
return on equity of 26 per 
cent after adjustment for 
losses on overdue loans and 
discounting of all subsidies. 

One, the Caja.de Arequipa 
in Peru, earns a 47 per cent 
return and pays generous 
dividends to the municipal 
authority which owns it. . 

The survey will provide 
fresh ammunition for sup- 
porters of microcredit who 
believe it has been unfairly 
shunned by mainstream 
financial institutions on the 
grounds that it is too risky 
and because the high cost of 
intermediating s mall credits 
mu it pr it unprofitable. 

According to Damien von 
Stauffenberg. the former 
World Bank official who. set 
up Private Sector Initiatives, 
the numbers show ^there 
can be little doubt that 
microfinance is entering the 
mainstream". 

Typically, microlenders, 
which may be voluntary 
organisations or specialised 


banks and finance compa- 
nies. will lend small 
amounts of money, often less 
than CIO at a time, to very 
poor people in developing 
countries to help provide 
working capital for a basic 
business. 

Though the overheads can 
be high, experience shows 
defaults are low and borrow- 
ers, who are otherwise 
forced to rely on loan 
sharks, are prepared to pay a 
high real rate of interest 

Though Latin America has 
moved furthest towards the 
mram er riaHffltion ojf .mlcrp- 
fiuance. ' it‘ is also 'common- 
place in other developing 
countries, and the World 
Bank estimates that more 
than $7bn of microcredit is 
outstanding. 

Grameen Bank in Bangla- 
desh has attracted world- 
wide attention, although its 
low capital base and low 
return on average assets 
makes it unattractive to pri- 
vate capital- Elsewhere, the 
European Bank for Recon- 
struction and Development 
devised a $100m progr amme 
with Russian banks that had 
been growing swiftly until 
the recent financial crisis. 

Some microfinance experts 
believe the Russian pro- 
gramme, which, is- now 
threatened by the collapse of 
many of its local banking 
partners, might be large 
enough to attract the inter- 
est of a mainstream interna- 
tional hank anxious to huOd 
a presence in the country for 
the medium term. 
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power subsidies 
to lift economy 




Jamil Mahuad.’ president of 

Ecuador, has acted to lift the 
country's tattered economy 
bv ending subsidies on elec- 
tricity and gas, AP. reports 

from Quito. , . . 

In a nationally televised 
address late on Monday 
night, Mr Mahuad, who took 
power early last month, 
promised to shelter the poor 
from the austerity measures 
and stave off social mires* 
by giving each poor family 
the equivalent of $16.40 a 

month- . m , 

Ecuador's currency feu by 
just over 10 per cent on Mon- 
day after the government 
shifted downwards by 15 i per 
cent the band within which 
the sucre is allowed to trade- 
in March the central bank 
devalued the sucre by '7-5 per 
cent; the currency has alien 
Sv39 per cent this year. 
Although Ecuador baa jme 
of Latin America’s smallest 
Economies, the latest mea- 
sure has sparked fears of 
devaluations In the repon. 
Two weeks ago 

Colombia devalued its cm> 

ro jlfr Mahuad said he wmdd 
elSu^state sub^eson 

•Uertricity. natural gas 

EW^or more 


than $500m a year. He also 
said he would trim the 
bloated public service, 
improve.- tax collection and 
cut the number of govern- 
ment vehicles by 30 per cent. 

The spending reduction is 
aimed at cutting annual 
inflation exceeding 40 per 
cent, one of Latin America's 
highest rates. 

Ecuador has been hit hard 
by faTifog oil prices and the 
Asian economic crisis. Asian 
countries are. among .the 
mate purchasers of its three 
principal exports - oil. 
bpnawflfl and shrimp. 

"Throughout 1998 Ecua- 
dor’s economy has been 
accumulating macroeco- 
nomic imbalances," said 
Luis Jacome. president of 
the central bank, after the 
measures were announced. 

Ecuador's exports fell 
sharply in the first half of 
this year. Its budget deficit 
had grown to $L.4bn, or 7per 
cent of .its gross domestic 
product,, the government 
said. 

Some state employees 
have, not been paid since 
July and the ..government 
has said it will be able to 
service only 10 per cent of Ha 
debt 


LATIN AMERICA & CARIBBEAN 


despite predictions by ana- 
lysts that the company 
would be sold for a 30-40 per 
cent premium. Two consor- 
tia which had pre-quaHfled 
to take part in the auction, 
led by AES of the US and 
Electrlctte de France, did not 
bid. 


. Brazil's economic twain , 
led by Pedro Malan, finance 
mini ster, has been in close 
contact with international 
financial institutions and 
foreign governments in 
recent days as concern about 
the fate of the Brazilian 
economy has increased. 
However, the government 
has maintained that it does 
need the help of the IMF. 

Economists believe that an 



Roller coaster: President Fern an do Cardoso pefl} shakes hands with Pedro Malan, finance minister AP 


IMF package could be the 
best option for Brazil if 
heavy capital outflows con- 
tinued. However, they said 
the government was likely to 
resist the option if it could 
before the October elections 
for fear that it might pro- 
voke a political harlrlash 
While the continued rally 
in the stock market was wel- 
comed, economists warned it 
was too early to say that 
Brazil had survived the 
recent crisis. They cautioned 
that the euphoria could soon 


disappear if investors began 
to question the willingness 
of G7 governments and the 
IMF to help Latin America. 

The outflow through the 
foreign exchange markets on 
Monday reached $898m, 
down hum $L7bn on Friday. 
This brings the September 
total so far to $13£bn. Econ- 
omists said they expected 
yesterday's outflow to be 
smaller. 

Analysts said that the gov- 
ernment had done well to 
complete the Gerasul auc- 


tion given market condi- 
tions. “There are a lot of 
other generation assets in 
the pipeline for next year, so 
it was natural for some 
investors to decide to wait a 
little." said Walter Stoeppel- 
wertfa, analyst at Robert 
Fleming in S£o Paulo. 

Other analysts believe the 
apparent difficulty In raising 
financing for the Gerasul 
sale could cause problems 
for the planned privatisation 
tomorrow of Bandeirantes, 
an electricity distributor. 


ARGENTINE ECONOMY SPENDING IN 1999 TO BE HELD STEADY 


Buenos Aires keeps 
budget reins tight 


By Ken Warn in Buenos Aires 


Roque Feru&ndez, Argen- 
tina’s economy minister, has 

unveiled a tight budget for 
1999 in the face of financial 
turmoil on the international 
markets. 

The budget document, 
presented to the lower house 
of Congress’s budget com- 
mittee on Monday night, 
aims to hold primary expen- 
diture down to $4l.7bn, 
barely changed from this 
year’s spending level which 
has already been t rimm ed by 
$Ibn to reassure the mar- 
kets. 

The government faced a 
key market test yesterday as 
it prepared to auction $300m 
in 91-day dollar-dominated 
Treasury bills, known as 
Letes. Most analysts expec- 
ted the government to pay a 
significantly higher interest 
rate to roll over the debt 
than when it ventured into 
the local market in August, 
when it sold peso-denomi- 
nated bills at 7.8 per 
cent 

The budget cuts several 
key areas of expenditure, 
including administration, 


health, social security and 
education. 

Spending on defence and 
security rises 4.7 per cent to 

$3^bn. 

However, interest pay- 
ments on the public debt rise 
a sharp 15.5 per cent to 
more than S7.7bn, taking 


Many private 
sector analysts 
see a sharper 
downturn 


total expenditure up 2.1 
per cent next year to 
S493bn. 

Argentina's return to the 
voluntary debt markets has 
boosted interest payments, 
the budget document notes, 
although maturities have 
been extended and, at least 
until last October, the coun- 
try-risk premium has been 
steadily lowered. 

The non-financial public 
sector deficit is forecast at 
S3£bn, or just under 1 per 
cent of gross domestic prod- 


uct, against 1.21 per cent 
forecast this year. "Our 1999 
budget takes the path of 
reducing the deficit and con- 
trolling spending," said Mr 
Fem&ndez. 

Economic forecasts accom- 
panying the budget envisage 
growth of 5.3 per cent this 
year, slowing to 4£ per cent 
next year. A 5.5 per cent 
growth rate is forecast for 
2000 and 2001. 

Many private sector ana- 
lysts are forecasting a much 
sharper downturn next year 
as credit conditions tighten 
due to the international 
financial turmoil. 

The budget document, 
which must still be debated 
and possibly altered by Con- 
gress. assumes Argentina 
will have continued access 
to world capital markets, 
albeit at higher costs than 
before the Asian and Rus- 
sian crises, and that Latin 
America will withstand the 
current turmoiL 

In other forecasts the bud- 
get document projects a 10 
per cent rise in exports next 
year to $34bn and a 10.4 per 
cent increase in imports to 
$42.7bn. 
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Thai political 
crisis eases as 
minister quits 


MAINLAND CHINA 
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By Ted Bantacte In Bangkok 

Thailand's six-party 
coalition, led by Chuan 
Leekpai, the prime minister, 
received a political boost 
yesterday when Rakkiat 
Suktbana. health minister, 
resigned in the face of alle- 
gations of corruption In the 
purchase of medicine for 
government hospitals. 

In past weeks, rural doc- 
tors have produced damning 
documents showing that 
they were ordered to buy 
hospital supplies from pre- 
selected companies at 
inflated prices. 

Mr Chuan initially 
accepted the denials of 
wrongdoing by Mr Rakkiat. 
a deputy leader of the Social 
Action party, the coalition's 
third largest party. But after 
a wave of condemnation of 
the government and a peti- 
tion campaign seeking to 
impeach Mr Rakkiat, Mr 
Chuan appointed an inde- 
pendent committee to inves- 
tigate the charges; Mr Rak- 
kiat resigned just days 
before that committee was to 
deliver its findings. 

Analysts say Mr Chuan 
had to support his health 
minister in order to main- 
tain good relations with 
Social Action, which com- 
mands a key bloc of parlia- 
mentarians and has built up 
a virtual (iefdom at the 
health ministry - holding 
the portfolio in four of the 
five governments since 1992. 

With Mr Rakkiat 's resigna- 
tion, Mr Chuan said he 
would keep Social Action in 
the government and avoid a 
big cabinet reshuffle that 


could have raised political 
tensions and threatened 
Thailand's pursuit of eco- 
nomic reforms. “I don't want 
to prolong problems for the 
government,” said Mr Rak- 
kiat, who said he would now 
join the monkhood. 

*T would like to express 
my grateful thanks to Mr 
Rakkiat. who resigned to 
lessen pressure on the coali- 
tion,” said a senior cabinet 
minister, Supatra Madist. 

Nevertheless, analysts say 
Mr Chuan will still have to 
negotiate political turbu- 
lence in the near future. He 
faces demands that he sack 
the health ministry’s top 
three bureaucrats and a dep- 
uty minis ter, also a member 
of Social Action. 

His early inaction in the 
case provoked an outcry 
among Thailand's middle 
class who. struggling eco- 
nomically. are increasingly 
motivated by issues of “good 
governance" and corruption. 

“There is a potential scan- 
dal at every ministry in 
Thailand,'' said a diplomat 
“Each one takes its toll on 
government popularity.” 

In addition, a pending 
decision by the country's 
new independent election 
commission on expelling 
MPs from parliament who 
have defected from their 
opposition party to support 
Mr Chuan could reduce his 
government's already slim 
majority to just eight votes. 

Some senior members of 
Mr Oman's Democrat party- 
favour railing a snap elec- 
tion should their majority in 
parliament be reduced to 
single digits. 
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Borrowing costs grow 
for HK railway project 


By Louise Lucas In Hong Kong 

Hong Kong’s second biggest 
infrastructure project - the 
West Rail, which received 
the green light yesterday - 
may deliver a boon to the 
ailing economy, but funding 
is likely to carry a higher 
cost. 

The HK$*54bn (US&25bn) 
West Rail project, which 
links up the remote and 
mostly rural north-west New 
Territories with Kowloon 
and downtown Hong Kong, 
is being set up with an ini- 
tial injection of HK$29bn 
from the government. The 
balance will be raised 
through the markets and 
with HKSlObn equity from 
the Kowloon-Canton Rail- 
way Corporation (KCRC). 

The four-year delay that 
preceded yesterday’s 
go-ahead from the govern- 
ment means that the num- 
bers involved have changed 
since the plan was first 
floated. The credit crunch in 
Asia and the higher risk pre- 


mium attached to the region 
mean borrowing costs are 
higher, even for blue chip 
names. 

Property prices have virtu- 
ally halved from the peak in 
June last year and develop- 
ers are adopting a cautious 
approach. Sun Hung Kal 
Properties, for example, 
recently pulled out of the 
further development of a 
project an which it had been 
jointly working with KCRC. 

Part of KCRCs HKSlObn 
equity payment will come 
from the development of 
sites alongside the railway 
stations. Yeung Kai-yin. 
chairman and chief execu- 
tive of the corporation, 
brushed aside concerns of 
reduced income from these 
developments. He said calcu- 
lations were made in early 
1997 and thus were not 
dependent on prices at the 
peak of the market. 

*Tm confident that in the 
coming one to two years, the 
Hong Kong economy and the 
general market, including 


property, will recover," he 
said. Other companies were 
negotiating to take over Sun 
Hung Kal Properties’ place 
on the Royal Ascot project. 

Nicholas Ng. transport sec- 
retary. said around HK$8bn 
would he spent taking over 
land for the railway: around 
three quarters of this is gov- 
ernment land, and the rest is 
public, for which compensa- 
tion will he made. 

The new railway Js expec- 
ted to carry some 350.000 
passengers a day In 2003. 
building up to 500.000 as the 
system develops. Work is 
expected to start shortly, 
with the 14 main civil con- 
struction contracts due to he 
awarded by the middle of 
next year. 

While the final project is 
less ambitious than the orig- 
inal plans, which called for a 
HK$75bn budget, many are 
relieved it is now under way 
after years of haggling. 
"This has been a long and 
arduous process.” Mr Ng 
said. 


Estrada presidency embarks amid hail of criticism 


Tony Tassell 

reports on problems 
faced by the new 
Philippines 
administration 

A s a former movie star, 
Joseph Estrada, the new 
Philippines president, 
must have been used to the 
odd bad review. 

However, few would have 
been as harsh as the pum- 
melling his fledgling 11- 
week-old administration has 
received amid allegations of 
a revival of cronyism and 
concern over a lack of coher- 
ence in economic policy. 

Such a shaky start to the 
Estrada presidency has been 
ill-timed at best. Not only 
has it coincided with a sharp 
slowdown in the Philippines 
economy but it also raised 
the risk profile of the coun- 
try in a time of growing risk- 
aversion in the international 
economic environment. 

Until recently, the Philip- 
pines had been seen as one 
of the relatively brighter 
spots in the Asian economic 
maelstrom of the past year 
or more, but a severe 
drought combined with the 
lagged impact of the regional 
crisis is now putting the 
country at risk of joining 
many its neighbours in 
recession. 

Official government esti- 
mates say gross national 
product growth will slow to 
t.5 per cent in 1998 but many 
economists forecast that the 
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economy will shrink by as 
much as 2 per cent. This is 
still a credible performance 
compared with some other 
Asian countries but analysts 
say the political and eco- 
nomic risks are rising. 

“The idea that the Philip- 
pines Is different from the 
other distressed [south-east 
Asian] economies has proved 
dangerous and led to com- 
placency,” said Neil Saker, 
economist with SG Securi- 
ties. “We see this as now 
ebbing away fast, further 
compounding the pain.” 

Already partly reflecting 
the increased risks, the 
benchmark stockmarket 
indicator, the PSE index, has 
sunk 51 per cent from elec- 
tion eve on May 11 to hit a 
new seven-year low while 
the peso has dropped from 
39.61 against the dollar to 
43.70 over the same time. 
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Analysts say a key deter- 
minant in how far the econ- 
omy slows down will be the 
Estrada factor. 

In Manila’s main business 
district Makati confidence is 
low amid widespread disdain 
of the Estrada administra- 
tion. One foreign broker kept 
a list of Issues surrounding 
the government that sent a 
negative signal to investors 
but then gave up when it 
rose to more than 2& items in 
about six weeks. 

Indeed, for such a short 
period in office, the Estrada 
government has stumbled 
into more than its fair share 
of controversies. 

They have included a 
highly personal battle for 
control of the country's flag- 
ship industrial estate at 
Subic Bay. proposals to 
refurbish the presidential 
yacht, a reversal on an ear- 


lier plan to bury the former 
leader Ferdinand Marcos in 
the National Heroes ceme- 
tery and a shortening of the 
mandate for a long-s tandin g 
commission set up to investi- 
gate Ill-gotten wealth under 
the Marcos regime. 

The chief issue is to do 
with allegations of a revival 
of former Marcos cronies as 
a force in the Philippines. 
This has gained ground with 
a few controversial appoint- 
ments to sensitive posts and 
Mr Estrada's close connec- 
tions with some of the Phi- 
lippines business elite, nota- 
bly Danding Cojuangco. 

Mr Cojuangco. a member 
of one of the country's most 
prominent business families, 
is chairman of Mr Estrada's 
political party and was a 
close associate of Marcos, 
fleeing the country when his 
regime fell He now appears 


to be making a remarkable 
comeback on the local corpo- 
rate stage, regaining the 
chairmanship of San Miguel, 
the food and beverage con- 
glomerate. 

Some argue that the 
cronyism issue has been 
exaggerated. Matthew Suth- 
erland, of brokers Paribas 
Asia. Equity, says those who 
claim there is a return of the 
Marcos cronies are mas- 
sively overstating the case. 
For one thing, he points out, 
Mr Cojuangco regained his 
voting rights to his stake in 
San Miguel under former 
President FuM Ramos. 

“Even if the individuals 
are broadly the same, the 
system is massively different 
now," he says. “There is no 
way we can go back to the 
fully-fledged Marcos crony- 
ism now because the people 
won’t have it and the 
people have a very strong 
voice. . . ” 

Cronyism aside, the 
administration still faces 
criticism for a lack of coher- 
ence in economy policy. 
While at least put of this 
due to teething problems of 
inexperience In power, some 
observers also point to the 
differing ideologies in the 
Estrada inner-circle between 
pro-business and more left- 
leaning o fficials . 

“We are still learning, still 
settling down into office 
though I think we are stQl 
ahead of what Ramos was at 
this point in his govern- 
ment.” a government official 
said. 


Polls at 
odds for 
Australia 
election 

By Russell Baker m Sydney 

Australia's opposition Labor 
party is either set to make 
one of the country’s most 
remarkable electoral come- 
backs or be handed another 
savage beating by voters. 

According to the Latest 
Newspoll published in the 
Australian newspaper. Labor 
has built an election- 
winning lead over the ruling 
Liberal-National party coali- 
tion a n d Labor leader Kim 
Beazley has caught up with 
John Howard, the prime 
minister, as the country’s 
preferred leader. 

But the Newspoll results 
are completely contradicted 
by the latest Australasian 
Research Strategies poll con- 
ducted for the Bulletin mag- 
: azine which suggests the 
coalition will romp home in 
the election on October 3. 

The huge discrepancy 
between the two polls, which 
are both widely watched, is 
probably evidence of the 
large number of disillu- 
sioned or uninterested 
“swinging voters" in Austra- 
lia who have yet to decide 
how to cast their votes. 

The Newspoll claims 
Labor has increased its 
share of the primary vote to 
44 per cent compared with 42 
per cent for the coalition. 

More importantly, on a 
two-party preferred basis 
Labor now has 53 per cent of 
the vote compared with 47 
per cent for the coalition. 

But the Bulletin poll has 
the coalition with 44 per cent 
of the primary vote and 
Labor 34 per cent. After 
distributing preferences the 
result is 47 per cent coalition 
and 42 per cent Labor. 

What both polls agree on 
is that the two main parties 
are grabbing back votes 
from Pauline Hanson’s One 
Nation party and other 
minority parties. According 
to the Newspoll. One 
i Nation’s primary vote has 
dropped to 7 per cent com- 
pared with XI per cent in 
early August 

Mr Beazley yesterday said 
that even if there was grow- 
mg support for Labor, it 
would not necessarily trans- 
late into his party winning 
seats. 


NEWS DIGEST 


broadcast of hymns to leader 

Japan presses UN over 
N Korea satellite launch 

Japan yesterday pressed the United Nations Security 
Council to react to North Korea's launch of a satellite-car- 
rying rocket which violated Japanese airspace. The Coun- 
cil's working draft marked a retreat from a proposed con- 
demnation after the US - and Japan - reversed their initial 
conclusion that the August 31 launch was a missile. 

Although Pyongyang made no announcement before the 
launch, it has insisted since then that it successfully 
launched a satellite, which was broadcasting hymns in 
honour of its leader. Kim Jong II, and his father, Kim II 
Sung, who died four years ago. 

The Council's draft statement expressed "grave concern 
over the hazardous activity of the Democratic People’s 
Republic of Korea involving the launching of an object pro- 
pelled by rockets," said a press statement draft James 
Rubin, US State Department spokesman, said on Monday: 
“We have concluded North Korea did attempt to orbit a 
very small satellite. We also have concluded the satellite 
failed to achieve orbit” 

Laura Sifter, United Nations, New York 

CAMBODIAN POLITICS 

Violence halts for talks 

Cambodia's capital, Phnom Penh, enjoyed its first day of 
relative calm yesterday after more than a week of bloody 
street battles. Opposition protesters largely heeded calls 
from Prince Norodom Ranariddh to end their demonstra- 
tions before a crucial meeting with his father, King Noro- 
dom Sihanouk, today in the northern city of Siem Riep. 

The two win discuss a recent agreement between rival 
political parties to end the deadlock which has gripped the 
county since a disputed general election in July. Hun Sen, 
who ousted Prince Ranariddh in a coup last year and who 
precipitated the past week of violent demonstrations by 
breaking up a peaceful sit-in, won the election but did not 
get enough seats in parliament to form a government. 

The recent deal, negotiated in part by Thailand's deputy 
foreign minister, calls for direct talks between leaders of 
the three main parties. Including leading dissident Sam 
Rainsy, who has taken refuge in UN offices after Mr Hun 
Sen threatened him with arrest. Ted Bardacke, Bangkok 


SHENZHEN TRADING HOUSE 

Clients besiege brokerage 

Clients of one of the largest futures brokerages in Shen- 
zhen, south China, staged an angry protest yesterday after 
discovering the trading house had been shut and was 
unable to return their investments. Clients of Shenzhen 
Champion Futures shouted abuse at local securities offi- 
cials inspecting the firm's accounts. 

Investors said they had tried to withdraw funds after 
reading in weekend newspapers that Champion was 
among 12 trading houses whose licences had been 
revoked for trading irregularities. 

An official of the local securities regulatory office con- 
tinued that Champion had been barred from trading for 
using customer margin funds for its own purposes. He 
estimated that about 100 clients, with margin funds total- 
ling more than RMB40m ($4.8m) would not get their 
money back. China has recently launched a drive to clean 
up its financial system. Reuters, Shenzhen 


Pakistan clamps down on 
trade invoice malpractice 


By Farftan Bokhari In Islamabad 

Pakistan said yesterday it 
would crack down on mis- 
leading export income decla- 
rations in an attempt to halt 
a reported slide in its export 
revenues- 

Ishaq Dar, the commerce 
minister, said that a sharp 
fall in the value of its 
exports last month, down 12 
per cent compared with 
August last year, was partly 
the result of under-invoicing 
by exporters. 

He said export income of 
$606m was in part the result 
of exporters remitting only 
part of their income to the 
country. Other officials said 
that some importers over- 
invoiced their orders, declar- 
ing a higher value than the 
actual worth of their 
imports, to get foreign 
exchange at the official 
rupee conversion rate. 


“There was an element of 
under- and over-invoicing 
but I can't say by how 
much," said Mr Dar. promis- 
ing that there would be a 
closer monitoring of future 
transactions. 

He also defended a cam- 
paign against private money- 
changers, accused by the 
government of causing a big 
fell tn the open market value 
of the Pakistani rupee 
through speculative trading. 
At least 25 private money- 
changers have been arrested 
this week for allegedly run- 
ning their businesses with- 
out a central bank licence. 

“Enforcement [of law] was 
essential because a psycho- 
logical war had begun," said 
Mr Dar, . referring to the 
recent rupee fell when the 
gap between the official and 
free market rate widened to 
30 per cent from the usual 8 
to 10 per cent 


Bankers say the fell was 
triggered by growing con- 
cerns over Pakistan's bal- 
ance of payments position 
following US-led western 
economic sanctions after its 
nuclear tests on May 28. 

Some bankers say that 
despite the rupee strengthen- 
ing slightly this week, it 
could still be devalued by 10 
to 15 per cent as part of an 
International Monetary 
Fund agreement that Pakis- 
tan is negotiating. 

Mr Dar said Pakistan 
might be only weeks from 
deciding if it will formally 
approach the Paris and Lon- 
don clubs for a restructuring 
of part of its official foreign 
debt A decision would be 
made once negotiations with 
the IMF concluded by the 
end of this month. “Once the 
IMF discussions are through, 
the Paris and the London 
club may follow.” 
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REPUBLIC OF LEBANON 

OFFICE OF THE MINISTER OF STATE FOR ADMINISTRATIVE REFORM 
MINISTRY OF POST AND TELECOMMUNICATIONS - OGERO 
ADMINISTRATIVE REHABILITATION PROJECT FOR THE PUBLIC AUTONOMOUS AGENCIES 
FINANCED BY THE ARAB FUND FOR ECONOMIC & SOCIAL DEVELOPMENT 

The Lebanese Government represented by the Minister of State for Administrative Reform invites sealed bids from 
eligible bidders for the supply, commissioning and implementation of hardware and software for a Business Support 
System comprising of a Finance System, a Human Resources System and a Material Management System for 
OGERO. OGERO, a wholly Government owned organisation, has been charged with the operation and maintenance 
of the Telecommunications network as well as the Provision of Services and Billing OGERO is currently operating 
as an independent public utility under the auspices of the Minister for Telecommunications. Following is the time 
table for the tender. 

1. Starting from the 21* of September 1998, interested eligible local and international bidders may purchase a 
complete set of bidding documents at the Office of the Minister of State for Administrative Reform, Starco 
Bldg. 5 th floor room 511 Georges Picot Street, Beirut Lebanon Tel (+961X01) 371510 ext. 148, Fax (++961X011 
371599 upon the signing of a non disclosure agreement and payment of a non refundable fee of (750,000) Seven 
Hundred and Fifty Thousand Lebanese Pounds in the form of banker’s certified cheque in the name ofthe 
Secretary General of the Lebanese Treasury. 

2. Bids must be delivered to the above office on or before 12 o’clock noon local time on Monday I O'* November 
1998. 

3. Bids wilJ be opened in a public session at 12 o’clock local time on Monday Id* November 1998 in The Office 
of the Minister of State for Administrative Reform , Starco Bldg. 5* floor room 520 Georges Picot Street. 
Beirut Lebanon. 
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IV Cayman Financial Brokerage House 

Forex, Futures, Options & Guaranteed Funds 
Ajam 345 MS 3100 www.dbh.cam. Fuc+1 M5 445 3199 
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What does it take 

to be a leader in 
capital raising today? 

A passport. 

Achieving capital raising success today demands partnering with a financial institution 
that can deliver creative solutions anywhere around the world. Backed by our significant 
resources and global network, BankAmerica offers clients a comprehensive array 
of products and advisory services to meet their needs. Our expertise is evidenced by the 
over $330 billion in capital raised for our clients in the first half of 1998, resulting in 
these distinctions: 

• Loan Syndications - $242 billion: 

#2 arranger/co-arranger by volume and number of deals globally- 

• Private Placements - $4.5 billion: 

2 

#1 in straight corporate debt private placements 

• Leveraged Finance - $46 billion: 

#4 agent/co-agent by volume 3 

• Capital Markets: 

#1 derivatives bank 4 * 

#1 Foreign Exchange batik in top-tier U.S. corporate relationships 5 

• Real Estate: 

#3 in number of real estate syndications 6 

• Leasing: 

Nearly $20 billion in total original equipment costs 7 

• Looking forward, our pending merger with NationsBank will enable us to accomplish 
even more for our clients. 8 

Asset Backed Securities • Asset Securitization • Commercial Paper • Emerging Markets Sales & Trading • Financial 
Risk Management • Foreign Exchange • High Yield Debt • International Capital Raising • Investment Grade 
Debt • Leasing • Leveraged Finance • Loan Syndications «■ Mergers & Acquisitions • Municipal Securities • Private 
Placements • Project Finance • Real Estate • Structured Trade Finance 

BankAmerica 

www.banlcamerica.com 

, ftoWSheeu-GloW UwjneTBiHk 'Strands IMia Company adudin* funds/imsa. .‘Laiun Poring Cotpowaan. * Treasury & Risk Management, 1997. ^ According &>*fl independent research Study. 6 1997 agenr only, source: loan Pricing 
C^poeaian. ’ Equipment owned and amag/si for ocber'invenori through year end 1997. * Gymnanarion of As mef£W of BankAmerica Corporation and NariowBaak Cocpontion is subject to shareholder appnwal and the 
rurkfe rtioa <rf ocher coadirio m . The mngp fa erpe t te d m occur by October 1998. 0 1998 BankAmerica Corporation 
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BRITAIN 

SULTANATE OF BRUNEI JUDGMENT CRITICAL OF 'CHINESE WALLS' MAY BE THREAT TO GLOBAL ACCOUNTANTS 






Prince wins KPMG court fight 


By Jfen Kefiy, 

Accountancy Correspondent 

Prince Jefri of Brunei, the 
disaffected younger brother 
of the Sultan, yesterday woo 
his battle to stop his former 
personal accountants KPMG 
working for the Brunei 
Investment Agency in its 
investigation of the sultan- 
ate's troubled finances. 

The High Court in London 
granted an injunction stop- 
ping the UK firm of KPMG 
from taking any more part 
in “Project Gemma” - a 
wide-ranging investigation 
of transactions which Prince 
Jefri said is targeted at him. 

“A former client should 
not be exposed to the risk of 
inadvertent, careless or neg- 


ligent disclosure unless 
there are powerful reasons 
for saying he should. I can- 
not detect any such reasons 
in this case," said the judge. 

The decision - which will 
go to the Court of Appeal - 
threatens a significant blow 
to the Sultan's inquiries and 
there were indications that 
other professional firms 
could face legal action. 

"This whole thing is a spi- 
der's web,” said another of 
the UK's Big Five accoun- 
tancy firms. 

The decision also poses a 
threat to global firms as the 
judgment was critical of the 
effectiveness of so- 
called “Chinese walls" in 
protecting client confidenti- 
ality against inadvertent or 


negligent leaks of informa- 
tion. 

The judge reviewed 
KPMG's attempt to set up 
Chinese walls in the case 
and said the firm had done 
everything that could be 
expected. But he said such 
barriers in general were '‘not 
well adapted to deal with 
accidental, inadvertent or 
negligent” disclosure. 

The judgment also said 
that accountants - when act- 
ing in a forensic role - had 
similar wide-ranging dudes 
to solicitors (lawyers with 
limited rights of advocacy; 
and that these should be 
taken into account when 
potential conflicts of interest 
and duties arose. 

KPMG said the judgment 


raised “important points of 
principle of great concern to 
it and tbe profession”. The 
firm's track record in provid- 
ing a wide range of services 
to top clients showed Chi- 
nese walls worked, it said, 

“The maintainance of con- 
fidentiality is a fun dam ental 
ethos of a major multi-ser- 
vice firm,” said the firm. 

The Big Five firms have 
faced criticism that consoli- 
dation in the sector has 
reduced choice and under- 
mined independence as 
accountants offer more and 
more services to clients and 
begin to take on work tradi- 
tionally done by lawyers. 

If the decision is upheld, it 
could limit the ability of Big 
Five firms to expand their 


lucrative forensic accounting 
practices. Others inside the 
firms fear it could lead to 
wider restrictions on the 
kind of work they can do. 

"The big problem is that I 
don't think the judge real- 
ises that forensic accounting 
is some times very close to 
what goes on in a modern 
audit,” said one leading 
accountant with a Big Five 
firm. 

One legal expert tracking 
the case said; “There could 
be great principles involved 
for professional firms - 
unless it fizzles out in an 
argument over the facts on 
appeal. It is about self-polic- 
ing and whether it works 
and it goes to the heart of 
the profession.” 


Central bank rebuffs rates demand 


Financial Times Reporters in 
Blackpool and London 

Eddie George, governor of 
the Bank of England, yester- 
day told trade unionists that 
the Bank was ready to cut 
interest rates if inflation 
looked likely to fall below 
the government's target 
T give you my assurance 
that we will be just as rigor- 
ous in cutting interest rates 
if the overall evidence 
begins to point to our under- 
shooting the target.” Mr 
George said at the annual 
conference of the Trades 
Union Congress In the 
north-west England resort of 
Blackpool. “There is now 
evidence that domestic 
demand growth is moderat- 
ing and that the labour mar- 
ket is tightening more 
slowly than before.” 

But his speech to union 
leaders, the first time a gov- 
erner of the UK central bank 
has addressed the TUC, dis- 
appointed delegates, who 
responded by stepping up 
nails for an immediate eas- 
ing in monetary policy. 
Many complained that the 
high level of interest rates 
and the strong pound was 
hurting exporters and 
threatening jobs. 

Mr George added that per- 
manently low inflation was 
essential for economic 
growth and employment He 
played down the risk that 
international economic tur- 
moil could result in inflation 
falling below target 
The Amalgamated Engt- 



in the (tons' den: Eddie George, governor of the Bank of England, on the platform at the Trades Union Congress 


Press Association 


nee ring and Electrical Union 
said interest rates should be 
cut to relieve pressure on 
manufacturers. Roger Lyons, 
general secretary of the 
Manufacturing Science and 
Finance Union, said: “This Is 
not a good advert for eco- 
nomics in practice. Demand 
is less, pressure on the 
labour market is less and 
interest rates need reduc- 
ing.” 

Mr George’s speech coin- 
cided with figures showing 
that inflation has fallen back 


to the government's target 
for the first time since Janu- 
ary. Underlying inflation, 
which excludes mortgage 
interest payments, fell from 
2.6 per cent to 2.5 per cent in 
August. The Office for 
National Statistics said price 
rises for both goods and ser- 
vices were slowing. The 
retail prices index increased 
by 0.4 per cent to 163.7. 

Inflation has been subdued 
by the strong pound, which 
has reduced prices for 
imported goods. But infla- 


tion in the sheltered domes- 
tic service sector remains 
relatively strong. The main 
reason for last month's 
decline was that the second 
part of last year's budget 
increase in petrol prices fell 
out of the annual compari- 
son. Tbe hea dlin e inflation 
rate fell from 3.5 per cent to 
3J per cent 

Increases in mortgage 
interest payments also 
dropped out. A sharp jump 
in seasonal food prices was 
offset by a slowdown in 


household goods and leisure 
services. 

• A third of UK exporters 
will struggle to survive even 
if sterling falls to levels that 
analysts think are fair value, 
an unpublished survey 
claims, Richard Adams 
writes. Eurostrategv Consul- 
tants report more than a 
third of exporting manufac- 
turers say they need sterling 
to fall below DM2.70 to allow 
their company “to compete 
on equal terms in tbe rest of 
Europe. 


Third of 
institutions 
‘not ready 
for euro’ 


By Jane Martinson, 

Investment Correspondent 

A third of institutional 
investors in the UK have 
failed to prepare for the 
introduction of the European 
single currency, according to 
a survey of fund managers 
with total assets of £450bn 
(S743bn) to be published 
tomorrow. 

The survey by the 
National Association of Pen- 
sion Funds is to be published 
at the same time as the UK 
government is exhorting 
businesses, in a series of 
television advertisements, to 
prepare for the introduction 
of the euro in January. 

About 33 per cent of fund 
managers questioned had 
failed to change computer 
systems, train existing staff 
or appoint new staff to deal 
with the introduction of the 
euro. About 73 per cent said 
they recognised the need to 
take such action. 

This lack of preparedness 
has worried the NAPF, 
which is to launch an aware- 
ness campaign at its bian- 
nual international confer- 
ence tomorrow. "At this late 
stage we would have expec- 
ted every single person run- 
ning every single investment 
machine to be prepared." 
said Ann Robinson, the asso- 
ciation's director-general. 

Ms Robinson believes that 
uncertainty about the UK’s 
position may have led some 
fund managers to ignore the 
issue: “One of the reasons 
[fund managers] are not 
fully prepared Is that It is so 
risky and so unknown," she 
said. “It’s a mental thing - 
some people think it won’t 
actually happen-" 

The survey also shows 
that the link between the 
London and Frankfurt stock 
exchanges came as a sur- 
prise to a large proportion of 
the City of London. Only 39 
per cent of those questioned 
in July believed that the 
London exchange would 
merge with a counterpart 
outside the UK. 


GOVERNMENT REGULATION PREMIER URGES REVIEW OF CONSUMER PROTECTION RULES 

Blair acts to curb state controls 


By David WigMon, 

Political Correspondent 

Tony Blair, the prime 
minister, is backing calls for 
a review of the government's 
approach to consumer pro- 
tection regulation as part of 
his efforts to curb the 
“nanny state," or excessive 
state controls over individ- 
ual citizens. 

Following the govern- 
ment’s ban on selling beef 
on the bone in the "mad 
cow" crisis. Mr Blair is con- 
cerned that government 
departments are too quick to 
Introduce regulations to 
safeguard consumers from 
very remote risks. 

Mr Blair believes such reg- 
ulation restricts choice, 
undermines personal respon- 
sibility and increases costs, 
particularly for small busi- 
nesses. Ministries will be 
pressed to allow consumers 
to take more decisions them- 
selves as long as they are 
fully aware of the risks. 

Supporters of the review 


$1.3bn boost for poorest areas 


Tony Blair, the prime 
minister, yesterday launched 
a shake-up of the way 
government works in an 
attempt to improve Britain's 
poorest housing estates and 
neighbourhoods after 
making a frank admission 
that over the past 30 years 
policies imposed from above 
had not worked, Nicholas 
Timmins writes. Mr Blair 
described it as a “10 to 


20-year plan" to break down 
barriers between local and 
national action. Eighteen 
teams of ministers covering 
10 ministries are to 
co-operate in a three-year 
programme costing £800m 
(Sl.3bn). John Prescott, 
deputy prime minister, said 
the approach will involve 
“quite a radical change for 
government in how it does 
its finances." 


hope that it will lead to a 
change in government 
departments’ attitude to reg- 
ulation in areas from food to 
financial ser-ices. Tbe case 
for a review will be made in 
the first annual report from 
the government's better reg- 
ulation task force which is 
published today. 

The task force, headed by 
Lord Haskins, the Labour 
peer and chairman of North- 
ern Foods, will urge an over- 


haul of the way government 
assesses risk and calculates 
the value of actions to 
reduce it. For example, gov- 
ernment departments cur- 
rently ascribe different mon- 
etary values to saving a 
human life. These figures 
are used in calculations such 
as assessing whether further 
investment in rail safety is 
an appropriate use of 
national resources. 

The report will also exam- 


ine the role of self-regulation 
in the professions and con- 
sider whether the concept of 
a “fit person" in fields such 
as financial services intro- 
duces an unnecessary bar- 
rier to entry. 

The task force cites the 
BSE or "mad cow" saga as 
an example of mistakes in 
risk assessment by govern- 
ment - in the first place by 
having too little regulation, 
then too much. There has 
been concern that the BSE 
experience will encourage 
government departments to 
overreact to new health 
threats, as in the case of beef 
on the bone. 

Ironically, following the 
government reshuffle in 
July. Jack Cunningham, the 
minister who implemented 
the beef-on-the-bone ban. is 
now responsible for the bet- 
ter regulation task force. 

In its first year, it has pro- 
duced a number of reports 
urging reform of government 
regulation and warning 
against new bureaucracy. 


Deadlock 
over price 
of Viagra 
in health 
service 


By Wcfartas Timmins 
and Clive Cookson 


The UK government 
appeared locked in a dispute 
with Pfizer yesterday over 
the price of its anti- 
impotence drug Viagra, 
which was awarded its Euro- 
pean licence yesterday. 

Frank Dobson, the chief 
health min ister, said the 
price of £4.84 f$8) a tablet 
would have to come down. 
That was even though Pfizer 
claimed that the state health 
service had agreed the pric- 
ing “in principle" on Mon- 
day. Ken Moran, Pfizer's 
chairman, said the company 
would not lower the price. 

The drug could cost the 
health service between £50m 
and £150m a year, Mr Dob- 
son said. “That money isn't 
there, so therefore we have 
to take the money away 
from maternity services for 
women having babies or 
people who are being treated 
for cancer or people who are 
being treated for heart dis- 
ease,” he said. 

But Mr Moran said Pfizer 
would not lower the price 
even if the government 
threatened to refuse to allow 
Viagra to be prescribed on 
tbe state service. 

Pricing had to be broadly 
the same everywhere to 
avoid profiteering and paral- 
lel imports. “The price in the 
UK and other European 
countries is pretty much the 
same," he said. 

Mr Moran said that the 
government's temporary ban 
on the drug meant patients 
in the UK were in an 
“iniquitous" position where 
only those who could afford 
to pay would have access to 
it 

Roger Kirby, secretary of 
the British Association of 
Urological Surgeons, said 
there was “no logic to the 
position where I have to tell 
patients that I am not 
allowed to prescribe a £5 pill, 
but I can. give a £10 injection 
or a £2,500 implant". Viagra, 
he said, was likely to replace 
current impotence treat- 
ments in 80 per cent of cases, 
doubling the numbers 
treated for the same cost 

Most pharmacists were 
last night still deciding their 
pricing on private prescrip- 
tion. The Boots chain plans 
to sell it at just under £7 a 
tablet and Moss at £6. 

The Association of the 
British Pharmaceutical 
Industry attacked the gov- 
ernment for the ban as it 
released three studies argu- 
ing that treatments once 
attacked as being too expen- 
sive for tbe NHS bad proved 
“highly effective invest- 
ments". 

Alpha-interferon for hepa- 
titis C, EPO for kidney fail- 
ure and anti-HIV combina- 
tions for Aids had all proved 
their worth, saving time in 
hospital and other expensive 
treatments. Peter Read, head 
of the ABPrs cost-effective- 
ness task force, said the 
studies “expose as a fallacy 
the claim of some doom- 
merchants that the NHS can- 
not afford new treatments". 
The benefits and cost 
savings did not become clear 
until the drugs had been in 
use for some time. 

Dr Read. UK chairman of 
Hoechst Marion Roussel, 
said one of Viagra’s benefits 
might be to reduce the inci- 
dence of depression in men 
suffering from erectile dys- 
function and therefore cut 
the amount of antidepres- 
sants prescribed. 

See Editorial Comment 


NEWS DIGEST 


GAS PIPELINE OPERATION 


Operator plans 150 screens 

Hoyts, one of the world’s largest cinema operators, is 
stepping up efforts to expand in the UK, where It plans to 
open 150 new screens over the next four years. The first 
Hoyts multiplex in the UK Is now under construction at the 
Bluewater leisure complex to the east of London. Hoyts, 
which Is Australian-owned, plans to spend about £75m 
($1 23.75m) on building as many as 15 UK multiplexes. 

Other cinema chains are also accelerating their Invest- 
ment Warner Village, a joint venture between Time Warner 
and Village Roadshow, the US and Australian media 
groups, will open two multiplexes soon as a precursor to 
opening another 28 across the UK by 2001. Since the first 
UK US-styfe multiplex opened in 1385, cinema attendance 
has more than doubled. Alice Rawsthom, London 


INTERNATIONAL CRIME 


Call for coherent strategy 

Governments risk losing the battle against organised crime 
unless they develop a coherent international strategy 
based on radical legal reform. 

David Bickford, a former legal adviser to the UK intelli- 
gence and security services, said yesterday at a confer- 
ence on combating international crime that there was “little 
harmonization of law and procedures” and “too few mutual 
legal assistance treaties" to combat the cross-border 
nature of organised crime. 

There are far too many states that have failed to under- 
stand the need for radical legal reform both nation ally and 
internationally to effectively fight organised crime,” he 
added. Jimmy Bums, Cambridge 


ENVIRONMENTAL HEALTH 


Former minister in court 

Jonathan Aitken, a former Conservative cabinet minister, 
appeared at a magistrates court in London yesterday, 
charged with perjury and conspiring to pervert the course 
of justice during his failed libel action against the Guardian 
newspaper and Granada Television. The charges relate to 
the account Mr Aitken gave to the High Court of the 
movements of his wife Loiicia and daughter Victoria while 
he stayed at the Paris Ritz in September 1993 and his 
claim that Mrs Aitken paid his hotel bill. 

It is alleged that Mr Aitken and Said Mohammed Ayas, a 
former business associate, along with Loiicia Aitken, con- 
spired to pervert the course of justice by knowingly sub- 
mitted false witness statements about the movements of 
the two women. 

Although Mr Aitken’ s wife Loiicia is mentioned on the 
indictment she has not been charged with any offence. Mr 
Aitken faces a total of four charges and Mr Ayas two. Nei- 
ther has yet been required to plead. John Mason, London 


Research and the means of funding it loom large in executive’s working life 


Chairman of leading scientific instrument maker is upbeat about 
nation’s R & D performance, says Hugh Aldersey-Williams 


F ew people are better 
placed to comment on 
the relationship between 
fundamental research and 
wealth creation than Sir 
Peter Williams, executive 
chairman of Oxford Instru- 
ments, a manufacturer of 
scientific instrumentation. 
Sir Peter is also chairman of 
the Particle Physics and 
Astronomy Research Coun- 
cil. a government body 
responsible for funding 
research. 

The UK government’s lat- 
est R&D Scoreboard, pub- 
lished in June, showed that 
although UK research and 
development spending had 
increased, rival countries 
had increased their lead. 

But Sir Peter is sanguine. 
"I don’t think the linkages 
between basic research and 
innovation industry are par- 
ticularly worse in this coun- 


try,” he says. “But we tend 
to hare more angst about it. 

Perhaps it’s a healthy 
paranoia, but at times we 
overdo it " 

Sir Peter is happy to let 
the scientists get on with the 
job. He believes that prog- 
ress in research cannot be 
tracked in the same way as 
aspects of Industrial produc- 
tion. 

“The benchmarks for fun- 
damental research are more 
intangible, to do with excel- 
lence in the international 
peer group, dissemination of 
knowledge and. increasingly, 
the need to make the public 
aware,” he says. 

Instrumentation has 
always enjoyed a symbiotic 
relationship with the sci- 
ences it measures. 

In some cases, scientists 
have demanded a device that 
they feel will enable them to 


make a discovery. In others, 
a piece of equipment has 
opened an avenue of inquiry 
that might otherwise have 
been ignored. 

At Oxford Instruments, a 
new device regularly begins 
with the requirements for an 
experiment “We will often 
take a risky contract to 
develop a piece of equipment 
for a particular scientist," 
says Sir Peter. 

“ff we can crack it we will 
make money on developing 
it and selling it down- 
stream." 

Sometimes it works the 
other way round. 11113 year, 
the company will ship the 
Helios EL a compact synchro- 
tron, to the National Univer- 
sity of /Singapore. The uni- 
versity has bought the 
apparatus to perform semi- 
conductor lithography. 

Oxford Instruments' sclen- 



Sir Peter happy to let scientists get on with the Job Brendan Cor 


tists saw that the same tech- 
niques used to etch silicon 
could be employed to make 
components for microelec- 
tronic mechanical systems, 
or MEMS, nanotechnology 
devices that combine elec- 


tronics with moving parts 
that have potential uses 
from sensor arrays to human 
implants. The company vol- 
unteered to send its own 
researchers to use the syn- 
chrotron for this under- 


exploited application. The 
university liked the idea. 
“They gave us a research 
grant to work on the 
machine we sold them,” says 
Sir Peter. 

Oxford Instruments has 
grown by feeding off and 
feeding into fundamental 
research. It has become a 
leading supplier of snpercon- 
ducting magnets for 
magnetic resonance imag in g 
fMRI) scanners and research, 
along with other equipment 
for analysis and accelerator 
and semi-conductor tech- 
nology. With nearly 90 per 
cent of sales outside the UK. 
it has suffered recently from 
weakness In overseas mar- 
kets and the strong pound. 
The share price has tumbled 
from nearly 500 pence to 234 
pence in London in less than 
two years. 

The difficult trading condi- 
tions were found to be affect- 
ing the company's approach 
to innovation. “We esti- 


mated that we were becom- 
ing more risk-averse. As a 
by-product of the necessary 
tightening, we were trying to 
play safe, looking at what 
would generate a boost in 
earnings per share next 
year,” says Sir Peter. 

At the company's annual 
meeting in July. Sir Peter 
described steps taken to 
reverse this trend. 

“We put up for grabs a - 
proportion of our R&D bud- 
get for additional bids from 
our business units. We’ve 
teased out 15 or 16 draft pro- 
jects. Tbe profile required 
was that it would make a 
material difference to the 
business.” 

Not all the projects can be 
funded, and not all those 
chosen will succeed. For 
such a strategy to work, 
some failure must be 
accepted. This means stop- 
ping a pregramme as soon as 
it is clear it is going 
nowhere. . 
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Regulator to investigate 
claims of capacity abuses 

Complaints that gasfieU operators have gained millions of 
pounds by exploiting pipeline capacity constraints are to 
be investigated by the industry regulator. Customers say 
gas prices have been forced higher as a result of abuses 
at the St Fergus terminal in Scotland where dally gas flows 
have been restricted because of maintenance and expan- 
sion work, expected to finish next month. 

October gas prices of about 12.5p a therm on the Inter- 
national Petroleum Exchange are about Ittp higher than at 
the same stage last year even through world energy prices 
have fallen .says the Energy Intensive Users Gkoup. 
Transco, the national gas pipeline operator, says the cost 
of St Fergus capacity constraints is running at up to 
E500.000 ($825,000) a day. Maintenance and construction 
work is required partly to meet the demands of the new 
Britannia field which started operations last month. 

Transco this week proposed a series of changes to 
capacity constraint pricing rules in an effort to stem the 
alleged abuses. Any modifications would have to be 
approved by Ofgas, the industry regulator which said 
yesterday that It would investigate the complaints. 

Shippers have been able to buy back the excess gas 
from Transco at a concessionary price of 7p a therm 
before selling it on at 14p a therm to cover shortages else- 
where in the network, says the Energy Intensive Users 
Group. Andrew Taylor, London 

CINEMA MULTIPLEXES 
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White asbestos ban next year # 

The government will announce later this week a ban on 
the use and import of white asbestos from next year. The 
Health and Safety Commission is publishing a consultative 
document setting out a timetable for the regulations. It will 
bring the UK into line with most other European Union 
countries which have already introduced laws to ban its 
use. 

Tomorrow the European Commission's scientific com- 
mittee is expected to report that white asbestos is more 
harmful than available substitutes, it was asked to Investi- 
gate after pressure from the Canadian government over 
the issue. 

White asbestos is the last form of asbestos to be ban- 
ned. Both blue and brown asbestos have been progres- 
sively restricted since 1970 and are now banned under EU 
law. Robert Taylor, Blackpool 
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What does it take 

to be a leader in 
capital raising today? 

A toolbox. 

The right tools are essential to succeed in capita] raising today: a combination of 
industry specialization and a full range of financial capabilities together with extensive 
capital resources. With these tools, we completed more than $330 billion in transactions 
to help our clients meet their growth objectives in the first half of 1998. Here are some 
of the results: 

• Equity: 

#1 in Consumer equity underwriting 1 

#2 in IPOs and venture backed IPOs* 

#2 in Financial Services IPOs t 

• Syndicated Floating Rate Debt: 

#1 in number of transactions overall 5 

#1 in number of deals for the health care industry 0 

• Real Estate: 

#1 in number of syndicated loans for REITs A 

• Private Placements: 

#4 in debt private placements* 5 

• High Yield Debt: 

Raised more than $19 billion through 90 transactions 

• Mergers & Acquisitions: 

Advised on transactions valued at $34.2 billion 

Soon, our pending merger with BankAmerica will enable us to accomplish even more 
for our clients.**. 

Research, Trading and Issuance in Equity, High Yield Debt, Emerging Markets and High-Grade • Asset Backed 
Securities • Global Treasury & Trade* • Leveraged Finance • Liability Management • Loan Syndications • 
Mergers & Acquisitions • Principal Investing • Private Placements • Project Finance • Real Estate • 
Risk Management • Senior Bank Debt* • Structured Finance 



www.nationsbancmontgoinery.com 
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INFORMATION TECHNOLOGY 


CORPORAT E NETWORKS NT VERSUS UNIX 

A wary dance 
with strangers 


Roger Taylor and Louise Kehoe examine the 
gradual acceptance of Windows NT 


P An uneasy truce has 
settled In the battle 
between Microsoft which 
wants to make Windows NT the 
operating system of choice on 
corporate IT networks, and the 
large hardware vendors that sell 
the computers used by big corpo- 
rations. Many of these run on a 
variant of the Unix operating sys- 
tem. 

As businesses' IT systems 
become properly networked, with 
desktop, departmental server and 
corporate mainframes linked into 
a seamless system, interoperabil- 
ity has become the key, bridging 
the gap between Unix-based 
systems and Windows desktops. 

Furthermore, hardware ven- 
dors that were once suspicious of 
NT because of its alleged unrelia- 
bility and lack of the scalability 
needed by very large organisa- 
tions. are moving to adopt the 
Microsoft system. 

The extent of the acceptance 
among hardware vendors of NT 
was underlined by two announce- 
ments yesterday. International 
Business Machines unveiled a 


range of significantly upgraded 
NT-based Netfinity servers. This 
marks the completion of a turn- 
round in IBM's approach to NT. 
Initially sceptical of NT's capabil- 
ities and worried that it could 
compete with other IBM propri- 
etary systems, the company was 
slow into the market. 

Last April. Lou Gerstner, IBM’s 
chairman and chief executive, 
acknowledged the error. “We 

A Unix-based system 
offering the ease of 
use of Windows 
could be a winning 
combination 


missed this one so badly . . . [but] 
we're on the case now," he said. 
The new Netfinity server is 
designed to deliver that. 

Also yesterday, Hewlett- 
Packard. which uses Unix on its 


most powerful computers, 
announced a move towards NT. 
The company said it had used its 
experience in building reliable 
Unix servers to develop an NT 
server with 99.9 per cent uptime. 

The move to offer bigger and 
better NT servers has been 
driven by Microsoft, which aims 
to expand its role cm the desktop 
Into the corporate data centre. 

However, there is a limit to 
how far this is possible with the 
current version of NT. Critical 
corporate applications still 
demand the robustness of Unix. 

Tony lams, senior analyst at 
DJL Brown Associates, the New 
York-based industry analysts, 
says: “People are realising that 
for the foreseeable future Unix 
and NT will co-exist. n 

The answer is to increase the 
interoperability of the two 
systems - not least by reducing 
the high cost of trying to make 
incompatible systems work 
together. Manufacturers are 
increasingly doing this. 

But although computer build- 
ers may embrace each others’ 
systems in the knowledge that 
the customer demands interoper- 
ability, they sometimes have very 


different ideas of the endgame. 

Last week, Compaq and Micro- 
soft announced moves to develop 
greater interoperability between 
the Unix system that Compaq 
has inherited with the takeover 
of Digital Equipment and its own 
NT servers. Eckhard Pfeiffer, 
chief executive of Compaq, sees 
this as a longterm strategy to 
help customers using Unix 
systems migrate to NT as future 
upgrades - most importantly 
NT5.0, due in 1999 - provide 
greater reliability. 

He acknowledges Unix is the 
best operating system for many 
customers today, but argues that 


Compaq, through its co-operation 
with Microsoft, will provide the 
easiest route for customers to 
migrate to a wholly NT-based 
system as the Microsoft operating 
system becomes “industry hard- 
ened”. But he acknowledges that 
this trend could take 10 years. 

A very different approach was 
unveiled by Sun Microsystems, 
also last week. Sun. the last lead- 
ing hardware vendor to cling 
exclusively to Unix, said it was 
going to adapt many of its prod- 
ucts to work better with NT. 
Sun's technology will allow Unix 
servers to plug into NT networks. 

Sun's solution is to make Unix 


systems work more like Windows 
from the user’s perspective, hut 
to retain the reliability and scala- 
bility of its Solaris Unix system. 
Like Compaq, Sun sees interoper- 
ability as a competitive advan- 
tage. A Unix-based system offer- 
ing the ease of use of Windows 
could be a winning combination. 

However, unsurprisingly. 
Microsoft is not backing this sug- 
gestion. Sun is relying on a deal 
with AT&T which has licensed 
the source code to Microsoft's 
operating system. This deal, how- 
ever. comes to an end with the 
release of NTS. 

Masood Jabbar, president of 


Sun Computer Systems, argues 
that Sun has an opportunity to 
push its Wlndows-on-Unix system 
before NTS is launched. Yet ana- 
lysts argue that this system, at 
best, is likely to help the com- 
pany defend its market from fur- 
ther encroachment by NT. 

However, the truce between 
Unix and NT may not last for 
long. Hewlett-Packard has 
already accepted that Unix and 
NT will co-exist. But IBM's old 
aversions to Windows could eas- 
ily be reawakened if the industry 
leader sees NT invading not only 
the Unix server market but also 
its heartland in mainframes. 
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INFORMATION TECHNOLOGY BRIEFS 


CREDIT RESEARCH 
THAT'S ON THE MONEY 


The European Corporate 
High Yield Bond Market 


First Steps... 


Critical Mass-.? 
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Analysing Credit From 
A Market Perspective 


It's not rocket science. 


Every day, every week, every month, the credit research department at Barclays Capital produces up-to-date, well- 
informed research to help and guide our clients. In addition, we produce regular special publications that focus on 
the hot topics of the day. So, if you need to know about credit, you’ll find our research in-depth, informed and In time. 


BARCLAYS 

CAPITAL 


A SHARPER FOCUS 


CHICAGO FRANKFURT HONG KONG JOHANNESBURG LONDON MADRID MILAN MUMBAI NEW YORK PARIS SINGAPORE TOKYO 


And in 13 other cities across the world http://wvw.barclayscapltaJ.com 
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Adding a lower 
price tag to 
flash memory 

Many handheld electronic 
devices such as digital 
cameras use flash memory 
for data storage. But flash 
memory semiconductor 
technology has one 
drawback - a high price tag. 

A number of companies, 
including Iomega and 
international Business 
Machines, have developed 
alternatives based on 
traditional hard disk 
technology that they claim 
can provide much higher 
storage capacity at a 
fraction of the cost per 
megabyte. 

Iomega, which built Its 
business around the highly 
successful 2 p drive, 
promises its Cflk product will 
provide 40mb of storage for 
less than $10, while IBM 
says its Microdrive is the 
world's smallest and lightest 
hard disk drive with a disk 
platter about the size of a 
large coin. 

IBM's new 170mb and 
340mb drives weigh just 20 
grams, and like Iomega's 
Clik, are designed for use in 
a wide range of portable 
electronic devices including 
still and video digital 
cameras, handheld 
computers, and intelligent 
phones. 

“We are seeing 
tremendous market interest 
for the high-capacity and 
low cost per megabyte 
microdrive,” said Bill Heafy, 
general manager of IBM 
mobile storage products. 
Iomega: wwwJomega.com 
IBM: www.ibm.oom- 

Real-time phone 
bills posted 

Delta Three, the Israel-based 
internet telephony company, 
has launched an online 
interactive centre that is 
claimed to be the first to 
provide real-time billing 
information, writes Avi 
Machlis In Jerusalem. 

Minutes after a call is 
placed through Delta Three, 
billing details are posted on 
to a secure part of Delta 
Three’s web and are 
accessible to account- 
holding users, who can view 
the data to suit their needs. 
For example, users can 
transform their calling 
information into a pie-chart 
that breaks it down by 
destinations, duration, dates 
or charges. 

While many phone 
companies provide access 
to billing information, Delta 
Three says others do' not 
provide real-time 
information, and do not 
allow users to turn their bHls 
into graphs. “This has very 
strong corporate 
applications,'' says Bie 
Wurtman, Delta Three chief 
executive. 

www.cfeftathrae.com 

Easier view of 
Cad data 

Visualising a new product 
from a two-dimensional 
engineering blueprint is often 
difficult. So Sweden's 
ProsaMa group has 
developed a new low-cost 
easy-to-use viewer for ail 


types of 3D computer-aided 
design data. 

Prosol via says that 
[PS-Engfoej-Review’s ease 
of use and ability to run over 
a Microsoft Windows NT 
network enables non -Cad 
USere.toithin a manufacturing 
organisation to comment 
simultaneously on design 
issues by reviewing a solid 
3D model on their own PCs. 

The programme also 
enables faster, more 
effective communication 
between those involved in 
product development, 
typically design, production 
engineering, quality control, 
purchasing and 
management 

www.prosotvi8.SB 

On track with 
smart labels 

Lost luggage, counterfeited 
brands and missing stock 
could soon be symbols of 
the past if a “smart label" 
technology developed by 
Philips Semiconductors wins 
market acceptance. 

The labels, designed for 
high-value goods such as 
electronics equipment and 
doth fog as well as baggage 
and parcel tracking, contain 
a programmable integrated 
circuit called I* CODE that 
can store detailed product 
Information, such as date 
and place of manufacture, 
distribution history and 
warranty details. 

Unlike conventional bar 
codes which need line-of- 
sight access. Philips' smart 
labels are based on radio 
frequency technology and 
can therefore be scanned 
from up to 1.2m away 
without direct access. The 
chip is powered by the radio 
signal from the scanner so 
no battery Is required. 

The labels can be 
reprogrammed or added to 
without having to be 
reprinted. They can also be 
placed Inside the product 
packaging to prevent 
shoplifting without the need 
for a separate security tag. 
www^emiconductors. 
philips.com 

Better projection 
on the move 

Epson, the Japanese 
electronics group, has 
launched an ultra-portable 
projector targeted at the 
mobile presentation market 

The EM P -5500 is a true 
SVGA resolution projector 
and weighs just 4.2kg, 
thanks to its strong but 
lightweight polycarbonate 
casing. Epson claims the 
new projector can deliver 
650 lumens - bright enough 
to leave the curtains open. 

Separately, the group has 
also launched three new 
inkjet printers using what it 
claims is “a significant 
advance" in its proprietary 
micro-piezo technology to 
produce the smallest ink 
droplets available today. 

Among the three 
machines, the Stylus Colour 
740 is aimed at the small 
home office market uses 
three different sizes of ink 
droplet to produce more 
lifelike images and costs 
£232 plus VAT. 
www.epson.com 

Paul Taylor 
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MANAGEMENT 


MANAGEMENT PRIVATISATION 


Imprinting a new service 


Argentina’s deregulated postal system is a world first and results 
are being closely observed, writes Andrea Mandel-Campbell 




When Argentina’s 
| dilapidated state-run 
I postal service was 
handed over to a private con- 
sortium a year ago, an exper- 
iment of international signif- 
icance began. 

Governments pondering 
their own postal futures will 
be scrutinising the success 
or failure of the Correo 
Argentina, the world's first 
fully deregulated postal ser- 
vice. 

The consortium, which is 
being advised by Britain's 
Post Office, is led by Socie- 
dad Maori, the Argentine 
conglomerate, and Banco de 
Galicia, the country’s largest 
private bank. 

Success will be measured 
by whether the new business 
can turn around $50m in 
losses last year on sales of 
$470m; pay a yearly fee of 
$Uft2m to the government; 
compete against some 300 
private mail operators; and 
makp money. 

For Pablo Gonzalez Isla, 
Correo Argentine's executive 
director, it is only a matter 
of time. With estimated 
losses of $55m this year, the 
former Citibank executive 
forecasts profits of $2Qm in 


1999 and S200m in five years. 

To begin with, the com- 
pany cut the head count 
from 20,300 to 15,000 while 
bringing in L5QQ new people 
from the private sector. 

Performance bonuses for 
managers have been intro- 
duced - a novel concept for 
Argentine companies and 
rare among postal services. 
In January, a management 
system was launched that 
included a monthly review 
of goals and a system of per- 
formance evaluations. In 
addition, the introduction of 
training programmes and, 
for instance, closed circuit 
TV to reduce internal cor- 
ruption, has resulted in a 
jump in productivity. 

Under the terms of the 30- 
year concession, $250m will 
be spent in upgrading a sys- 
tem that bad not seen invest- 
ment in 25 years. A new tele- 
communications network 
will Integrate the mail’s 
1,500 branches, allowing it to 
offer services such as tele- 
grams via the internet and 
instant money transfers. A 
new sorting system, 
imported from Britain, is 
expected to save workers 
one to two hours a day. 


Correo Argentine is also 
investing $5Gm in a new pro- 
cessing facility outside Bue- 
nos Aires that will handle 85 
per cent of the country's 
man , from ApriL Billed as 
the most modern in Latin 
America, the facility will 
enable the mail service to 
process 5m items a day In 


‘The biggest 
challenge will be 
luring back 
disillusioned 
customers’ 


five years' time, compared 
with 2m now. 

For the new processing 
facility to work, Argentina is 
changing postal codes from 
four to eight digits in Octo- 
ber. The system paves the 
way for the creation of a 
national address database 
and for the development of a 
lucrative business in direct 
marketing, which represents 
as much as 40 per cent of 
the Income of some postal 


companies, says Mary Tea- 
han. Correo Argentina mar- 
keting director. 

Argentines receive an 
average of seven direct mail 
items a year, against 183 in 
the UK, she says. Correo 
Argentine) estimates the new 
sector will represent 75 per 
cent of its revenue growth 
during the next five years. 
The company also intends to 
become involved in printing, 
merchandise warehousing 
-and databases. 

“Correo Argentino should 
be handling four times more 
mail compared to similar 
markets. Direct marketing 
hasn’t taken off in Argen- 
tina," says Ms Teahan. for- 
mer marketing director for 
BankBoston. “It is an area 
where we have to create 
growth - my reputation and 
my bonus plan depends on 
it" 

But whatever the internal 
changes, the company's big- 
gest Challenge will be luring 
back customers disillusioned 
after years of bad service. 
Remnants of the mail’s for- 
mer self are not hard to find 
among its dark and dingy 
branches, where customers 
must choose between half-a- 
dozen queues, depending on 
what they want to buy. 

A a r: itArinnait 


branches in Buenos Aires, 
customers can buy every* 
thing from stationery to cof- 
fee mugs and even take out 
a bank loan in bright, mod- 
em surroundings. Soon, cus- 
tomers will be able to buy 
air and ferry' tickets, lottery 
tickets and insurance, and 
pay their bills. The plan is to 
turn traditional post offices 
into a string of "mini-malls’’ 
that will make up Argen- 
tina’s largest retail network. 

“The good thing about tak- 
ing over a company like this 
is it's very difficult to mala 
a mistake - anything you do 
is an improvement.” says Mr 
Gonzalez Isla. who has par- 
ticipated in three govern- 
ment privatisations, includ- 
ing that of Edenor, 
Argentina’s largest electric- 
ity distributor. "We bad an 
advantage - we didn’t know 
anything about the mail 
business,” he adds. 

Peter Douglas, senior 
adviser from the British Post 
Office, agrees. Not knowing 
the business has meant that 
Correo Argentino has. to its 
advantage, broken the postal 
rule book more than a few 
times, he says. "There are 
lots of things happening and 
lots of approaches which mil 
be replicated in the UK and 
other parts of world." 


Jan Neuteboom. Manager. Software Development 


MANAGEMENT OLDER MANAGERS 

Approving 
wink for 
wise owls 


Older people 
make the most 
effective leaders, 

Alison Maitland 

reports 

^ Throw away those 
prejudices about 
older managers lack- 
ing energy and vision and 
women making gentler (or 
harsher) bosses than men. 

An international survey 
has discovered that the most 
effective leaders are senior 
managers who have been in 
their jobs and with their 
organisation for years. 

Age and length of tenure 
are more important than 
gender or ethnic origin in 
influencing top executives’ 
behaviour, according to the 
survey by the UK’s Cranfield 
School of Management. 

The study sheds light on 
the question of age and sex 
discrimination and the 
debate about the end of cor 
porate loyalty and “jobs for 
life". Gender emerges as 

Insignifican t in deter mining 

whether top managers are 
good communicators, have 
clear vision or relate well to 
others in the organisation. 

The study ch a ll enges the 
notion that employees make 
less contribution as they 
grow older. “The best per- 
formers are people who have 
been in an organisation for a 
long time, but are also exter- 
nally focused." says Andrew 
Korac-Kakabadse. professor 
of international management 
development at Cranfield 
These people are termed 
“team players" by Prof 
Korac-Kakabadse, co-author 
of the research, published in 
the Journal of Management 
Development 4 . They display 
maturity, realism and toler- 
ance and a commitment to 
both dialogue and discipline. 

The findings are based on 
two surveys, one Involving 
750 top managers in the Aus- 
tralian Public Service and 
the other more than 500 
directors in UK National 
Health Service trusts. 

Participants were asked to 
assess their own attitudes 
and behaviour, that of their 
bosses and subordinates, and 
the impact these had on the 
organisation’s performance. 

The findings backed up 
results from Cranfield’s 
study of leadership qualities 
among 6,100 private sector 
directors in 1 2 countries dur- 
ing the past three years. 

The "team players" in the 
Australian civil sendee were 
aged 46 to 55. had 16 to 25 
years’ experience and had 
been in their jobs for five to 
10 years. 

They supported their staff, 
encouraging them to express 
their views. They had 
learned to live with their 
own mistakes and held a 
positive view of the organi- 
sation while acknowledging 
its inadequacies. 

“They recognise that man- 
aging a large organisation is 
in itself problematic,” say 
the authors. “The problems 
and issues that arise 
are never-ending." 


These managers insisted 
on being regularly briefed 
and often took longer to act 
because they spent time per- 
suading others to support a 
chosen action. 

But their positive attri- 
butes also laid them open to 
“nasty politics” which could 
lead to the chop, says Prof 
Korac-Kakabadse. 

“They’ve worked their 
way through and have no 
more axes to grind. They are 
more interested in servicing 
the external market and 
they take things at face 
value. That leaves them vul- 
nerable to the more negative 
interactions that can take 
place in dysfunctional senior 
management groups." 

By contrast, younger 
senior managers aged 26 to 
35 (dubbed “radicals") were 
impatient of others and criti- 
cal of their organisation. 
Their daunting presence and 
high demands could inhibit 
dialogue and promote 
anxiety among others. 


Gender emerges 
as insignificant in 
determining 
management 
effectiveness 


“The short-term nature of 
the manager's time horizon 
is likely to engender too crit- 
ical a view towards them- 
selves and others," the study 
says. 

A third group, “bureau- 
crats", were older managers 
who had held more senior 
positions but had been in 
their jobs for a shorter time 
than team players. 

Disciplined and system- 
atic. they were natural com- 
municators. But they dis- 
played frustration with the 
organisation, could demoti- 
vate others and never stayed 
in the job long enough to see 

through changes. 

The survey of NHS manag- 
ers found relationships 
between top team members 
were likely to be more posi- 
tive the older those members 
were. 

"Older senior managers 
emerge as more disci- 
plined . . . more able to take a 
balanced view on issues 
before reaching a decision 
and more likely to evolve 
positive relationships with 
colleagues, subordinates and 
people from other depart- 
ments and external agencies 
than younger colleagues." 

But If older people can 
make better managers, what 
about the boredom factor of 
routine? The study found 
that these pressures 
increased over time. But 
team players came to terms 
with their negative e mo ti ons 
“by taking a more balanced 
view of their life". 

* Demographics and Leader- 
ship Philosophy: Exploring 
Gender Differences. Journal 
of Management Development 
(Vol 17, Nos 5 and 6, 1998 ) l 


Sorting the ma& privatisation specialist Pablo GonzAlez tela says anything would be an improvement 


“As part of Lucent Technologies, 

I’m helping fo take communications 

in Europe to new heights’.’ 


I love the feeling of freedom when I fly. It’s like the 
freedom I have at Lucent Technologies to find a better 
communications solution. 

That’s how my team of high-flyers developed a countrywide 
networked messaging system to service all the Netherlands. 
And it’s why Lucent solutions — from voice and data networking to 
internet call center applications and wireless — are transforming 
communications throughout Europe. 

Whatever the future brings will probably come from Lucent 
Technologies too. After all, over the past 128 years Bell Labs, 
our R8 lD division, has developed innovations that include 
the transistor, laser and cellular technology, even the 
communications satellite. And eight of our scientists have been 
awarded the Nobel Prize - a legacy of innovation that continues with 
3 new patents every working day. 

Who’s responsible for this record of achievement? 

Consider that I have 15.000 colleagues working at 
Lucent across Europe - and 120,000 worldwide. 


Each of us is aiming to make the breakthrough 
that takes communications to a new level. That's 
why I know Lucent will change the way you 
communicate. Get ready for take off! 

We make the things that make communications work 1 


lucent H e ehnolo gtos 

Tel: +44 7000 LUCENT 
+44 7000 582 368 
wwwlucentxom 
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THE ARTS 


television the cold war 


Stories that lift the iron curtain 


Christopher Dunkley applauds the arrival of a world-best 
senes that takes up where The World At War’ left off 


It has been a long wait - 25 
years to be precise - largely 
because Jeremy Isaacs felt 
he had to Interrupt a distin- 
guished television career to 
go and much about with an 
opera house. But this com- 
ing Saturday evening finally 
sees the return in the UE of 
that outstanding documen- 
tary series, The World At 
War. At last there is. once 
again, something worth 
watching on Saturday eve- 
nings. This is the work for 
which posterity will remem- 
ber and thanic Isaacs. 

True, there have been 
changes. The title has been 
changed to mark the fact 
that The World At War fin- 
ished with the end of the 
second world war. This new 
sequence is being called The 
Cold War, since that was 
what happened next. Twen- 
ty-four new programmes, 
each lasting 50 minutes, take 
the story on from the 


appearance of the iron cur- 
tain in 1945. through the 
Marshall Plan, the Korean 
and Vie tnam wars, to the 
fall of the Berlin Wall in 
198S, and the (apparent) tri- 
umph of capitalism over 
co mmunism by 1991. 

The series has changed 
networks, too. Whereas The 
World At War appeared on 
ITV, The Cold War is being 
shown by BBC2, television 
having changed with the 
rest of the world in the 
interim. When The World At 
War was made, ITV. then 
Bri tain 's only alternative to 
the BBC, still saw itself as a 
broadcaster with public ser- 
vice obligations. Today, with 
all the talk of News At to 
being pushed to the margins 
so that ITV can show unin- 
terrupted movies or popular 
drama in the middle of the 
evening, it is unthinkable 
that the network would 
finance a factual series as 


important and expensive as 
The Cold War. 

It is still a commercial 
television series, but ironi- 
cally it is the Americans - 
specifically Ted Turner, the 
founder of CNN and of ideal- 
istic ventures such as the 
Goodwill Games - whose 
money has made The Cold 
War possible, with the BBC 
merely contributing later as 
a co-producer. Several other 
key personnel in addition to 
Isaacs remain the same. 
Once a g a i n the music is by 
Carl Davis, once again it is 
consistently suitable, and 
once again (hallelujah!) it is 
not too loud. 

Jerry Xuehl has served 
again not only as one of the 
writers but as O.C. Archive 
Integrity (“No you may not 
reprint that negative of 
tanks advancing left to right 
to show them retreating 
right to left”). It is typical of 
this series that, where other 


documentaries sbow - as 
though it were real - what is 
known among archivists to 
be a re-enactment of the 
famous meeting of the Allied 
armies at the Elbe River in 
1945, The Cold War explains 
that this was a stunt and 
finds other ways of illustra- 
ting what happened. 

There are even improve- 
ments on the first series. 
Laurence Olivier provided 
the voice-over for 77 k World 
At War and his actorish 
tones could be annoyingly 
intrusive. He has been suc- 
ceeded by Kenneth Branagh 
who also sounds, from time 
to time, like a S hakespear ian 
thespian delivering a jour- 
nalist's words, which is only 
to be expected since that is 
exactly the situation. Yet 
Branagh is less distracting 
than Olivier. When Isaacs 
gets on to his next series 
perhaps he will finally move 
up to someone with an un- 
histriomc voice such as Paul 
Vaughan or Robert Kee. 

Par more important than 


any changes are the ways in 
which the series continues 
as before and, happily, a 
viewing af the first six epi- 
sodes suggests that in all 
important respects matters 
are unaltered. This is 
scarcely surprising since The 
World At War set the bench- 
mark for such programmes. 
We are now so accustomed 
to series such as Norma 
Percy’s The Second Russian 
Revolution, which make tele- 
vision a medium of record 
for recent world events, that 
we may forget the pattern 
practically started with The 
World At War. 

Of course, there were ear- 
lier attempts, some impres- 
sive, to use documentary 
material in similar ways. 
The point is that, just as Edi- 
son perfected the standard 
model of electric light with- 
out being its inventor, so 
Isaacs and bis team virtually 
perfected this sort of series. 

It Is characterised by a 
two-pronged attack: a frontal 
assault on the archives (with 


devious underground attacks 
when necessary), especially 
any 'that have only recently 
been released, as is the case 
here thanks to the American 
Freedom of Information Act, 
and the opening of Soviet 
and other Warsaw Pact 
sources since 19&h and tbe 
interviewing on camera of 
any surviving key partici- 
pants. 

It became startlingly clear 
with The World At War that 
“key" did not necessarily 
mean eminent. Some of the 
most telling contributors 
turned out to be aides and 
secretaries, and in making 
The Cold War Isaacs’ produc- 
ers have remembered this. 
They have interviewed 
everyone up to and includ- 
ing Jimmy Carter, Fidel Cas- 
tro (a coup since he usually 
refuses interviews) and Mik- 
hail Gorbachev. But it is 
often tbe civil servants, such 
as the late Sir Frank 
Roberts, who served at the 
British embassy in Moscow, 
and Clifford Clark, special 


adviser to President Tru- 
man, who provide the most 
revealing insights. 

There may even be a ten- 
dency in The Cold War to 
slip too far the other way 
and include anecdotes lor 
the sake of their colour. Do 
Zoya Zarubina's accounts of 
being sworn at by Molotov 
q pri of the Russians finding 
a rare lemon for Churchill's 
gin and tonic at Yalta add 
much to history in this 
week's opening programme? 
Possibly not 

What seems heartening, 
on tbe other hand, is that we 
do not any longer have to 
fight the tattle to have his- 
tory of this sort accepted as 
legitimate and valuable. 
Soon after the first showing 
of The World At War there 
was a conference in Windsor 
at which a number of aca- 
demic historians spoke 
about the series with what 
can only be described as con- 
tempt. Print was god and 
television was, and could 
only be. light entertainment. 


In the intervening 25 years, 
The World At War (re-run- 
ning at this moment on a 
network somewhere near 
you. and of course perma- 
nently available on video) 
has probably given more 
people a more accurate idea 
of the truth about the second 
world war than all the books 
on the subject put together. 

For those of us now in our 
50s, The Cold War is the 
story of our lives, or, at 
least of the important politi- 
cal events which have 
occurred in our time. It is an 
extraordinary saga, in some 
ways more bizarre than the 
stories of hot wars which are 

typical of human history. 

Hot war, with its tanks and 
aircraft is relatively easy to 
illustrate, as this series 
proves with its coverage of 
Korea and Vietnam. The real 
test is to show the meaning 
of "cold war": what Stalin- 
ism and McCarthyism 
meant 

It is a measure of tbe real 
triumph of the new scries 
that it is as vivid and com- 
prehensible In its description 
of the cold war as its prede- 
cessor was in its description 
of the hot war. Isaacs and 
his team have created 
another work! best in factual 
television. 


A sensational handbag full of dust 


THEATRE 


ALASTA1R MACAULAY 


Handbag 

Lyric Studio, Hammersmith, 
London 


There are few stage authors 
in Britain writing more 
interestingly than Maris Rav- 
enhill. and yet tbe plays he 
writes are scarcely plays. As 
with his hit first play. Shop- 
ping and Fucking, whole 
PhD theses could be written 
on his new play Handbag (or 
The Importance of Being 
Someone). He is - it is now 
yet more evident - a searing, 
intelligent, disturbing sociol- 
ogist with a talent for satiri- 
cal dialogue and a flair for 
sexual sensationalism. . 

But I do not believe in his 
characters. They feel like 
flat cartoons who exhibit 
only those characteristics 
needed by RavenhiH to illus- 
trate his larger purpose. Nor 
do I believe in the milieus 
they inhabit 

In Handbag, his purpose 
seems to be to expose the 
perils for child-rearing 
Implicit both in Victorian 
values and in the liberal val- 
ues of modem homosexual 
society. He interleaves the 
two in alternating, even 
overlapping scenes. 

The Victorian layer is that 
absurdly Immortalised in 
Wilde’s The Importance of 
Being Earnest. Raveahill 
whisks us tack to tbe ump- 
teen-years-earlier circum- 
stance on which Wilde pre- 
mised his plot We see the 
future Lady Bracknell 
(freshly arrived from Ireland 
and in quest of a husband), 
her sister and chilly broth- 
er-in-law Mr and Mrs Mon- 
creifli tbefr new-born baby, 
and its new nanny Miss 
Prism (so much more 
devoted to the three-volume 
novel with which she will 
improve the world than to 
her infant charge). 

The modern layer is a 
1990s plot in which a lesbian 
couple (Suzanne and Maur- 
etta) and a gay couple (Tom 
and David) collude as par- 
ents. with no greater success 
than the loveless Moncreifis. 



Overdone and flat Andrew Scarborough and Paul Rattray deafing with the perils of chad-rearing In ‘Handbag* 


Both tbe non-mother (Suz- 
anne) and the non-father 
(David) are unfaithful to 
their partners: and even 
between the four of them 
they need to hire a childmin- 
der - Lorraine, a girl consid- 
erably less literate and more 
traumatised than Miss 
Prism. 

In either set-up, RavenhiH 
seems most interested in 
alarming peripheral charac- 
ters. Around the Moncreiffs, 
lurks the creepy schoolmas- 
ter Cardew. who abuses the 
boys in his charge. Mean- 
while Phil, a boyfriend 
whom David picks up. 
proves to be a heroin addict, 
childishly dependent, sur- 
prisingly bisexual, and him- 
self a tad parent. Ravenhill 
somehow allows these two 


characters to cross the two 
eras that his play inhabits. 
Phil becomes Cardew’s 
adored and abused ward. In 
Handbag, there is no hope 
for babies. Parents don’t love 
enough, nannies don't care 
enough, schoolmasters abuse 
too much, junkies kill. 

The concept of the play is, 
technically, sophisticated. 
On one level, it is the latest 
in tbe post-mod genre of 
clever plays built around 
intense reference to dear old 
Importance of Being Earnest 
(notably, Bennett's Forty 
Years On and Stoppard's 
Travesties). On another 
level, it is itself of such 
sociologically satirical time- 
travelling role-doubling 
plays as Caryl Churchill's 
Cloud Nine. Meanwhile. Rav- 


enhill remains the sensation- 
alist remembered from Shop- 
ping and Fucking. Handbag 
contains explicit sexual 
scenes and repeated burn- 
ings of a baby with a lighted 
cigarette (the baby dies). 
Ravenhill is always modish: 
mobile phones play horn- 
pipes, pagers beep. Teletub- 
bias masks are flaunted, and 
all feature in tbe sex scenes. 

But why all the onstage 
exchange of bodily fluids - 
here so much less central to 
the plot? The sex is, of 
course, memorable, but it Is 
about the only thing on 
which Ravenhill expends 
any gratuitous detail - the 
only flesh on this artful 
play's cold bones. And why 
are two characters involved 
in market research? Raven- 


hill seems to need to retread 
Shopping and Fucking ter- 
rain. 

It is possible that, with 
another director, Handbag 
might feel less stagey. As 
directed by Nick Pbflippou. 
however, the Actors Touring 
Company cast keeps drawing 
attention to just how faux 
the naturalism of RavenhiD's 
writing is - the pacing is 
very strained and artificial - 
and the three concerted pas- 
sages where characters talk 
across each other are noth- 
ing but uphill, ineffectual 
exercises for actors. 

Faith Flint overdoes every- 
thing as both Prism and Lor- 
raine. Andrew Scarborough, 
Celia Robertson and Julie 
Riley are two- or one-dimen- 
sional as David, Mauretta, 


and Suzanne. Tim Crouch, 
as Cardew (also Tom), and 
Paul Rattray, as Phil, do bet- 
ter in better roles - the 
physical resemblance of 
Crouch /Cardew to RavenhiH 
himself is alarming - but 
remain theatrical fictions. 
One wants to know nothing 
more of the characters than 
the little we learn; they will 
crumble into dust as tbe 
play ends. Handbag - like 
Shopping and Fucking, it 
must be said - disturbs only 
a little. Who can be seriously 
disturbed by a play in whose 
characters one does not 
believe? By a play that is not 
really a play? 


Until October to. Touring 
England and Scotland until 
December. 


MUSIC ROYAL ALBERT HALL/WIGMORE HALL 


Sober triumph 
in the detail 


Almost at the end of the 
Prom season, we got some- 
thing unexpectedly moving 
and serious. Nicholas Har- 
noncourt conducted Beet- 
hoven's late, visionary, non- 
denominational Missa 
Solemnis with the Chamber 
Orchestra of Europe, the 
venerable and excellent 
Arnold Schoenberg Choir 
from Vienna, and a distin- 
guished quartet of soloists. 

Trying on the great Missa 
in the Royal Albert Hall 
with reduced "authentic” 
forces was a kind of experi- 
ment. In its quieter but pene- 
trating way, it achieved a 
sober triumph. Though tbe 
towering. vociferous 
moments made their proper 
impact, it was the Inward" 
passages that struck most 
deeply home. Hie stretches 
for heartfelt solo voices - 
Ruth Zlesak and Bernards 
Fink (perfectly matched), 
Herbert Lippert and Neal 
Daviesr ^ were never mere' 
interludes in the larger 
plan, but carried as much 
weight as the grand expostu- 
lations. 

In quick music Harnon- 
court's modest-sized orches- 
tra was often lithe and fleet, 
never ponderous. We proba- 
bly heard more finely pre- 
pared detail than from a 
larger conventional band. 
Towards tbe end, his tempi 
slowed to devotional mode, 
with an effect of intense con- 
centration - which set the 
trumpet-and-drum “mili- 
tary" irruptions in specially 
dramatic relief. This was a 
most rewarding perfor- 
mance. and very beautiful. 


The Wigmore Hall season is 
already well under way. On 
Saturday the pianist Maria 
Joao Pires and the violinist 
Augustin Dumay, who have 
been regular duo-partners 
for some years, appeared 
with tbe cellist Jian Wang as 
a superlative trio. It seemed 
almost a waste that they 
chose to play only lesser 


Mozart - the slight B-flat 
Divertimento K.254. and the 
G major Trio - rather than 
one of its finer successors; 
but they delivered them with 
such fluid grace and charm 
that we could hardly com- 
plain. 

Anyway, after the interval 
they returned with Brahms's 
splendid B major Trio (still 
known, misleadingly, as “op. 
8", though Brahms made 
sweeping revisions to it 3? 
years after the early ver- 
sion). That was, indeed, a 
resplendent performance - 
strong, eager, superbly bal- 
anced - and it set the Wig- 
more acoustic ringing. Truth 
to tell, Pires sometimes 
sounded uncomfortable with 
Brahms’s virile, big-boned 
piano-writing (not really her 
style); amid such enthusias- 
tic conviction, however, 
there was no excuse for 
being captious. 

The violinist Midori’s 
recital the next evening, 
with Robert McDonald at tbe 
piano, was only a qualified 
success. Despite her refined 
technique and musicianship, 
she is an innately modest 
performer, and McDonald - 
whose piano technique is 
nothing special - regularly 
swamped her. With the lid of 
the piano wide open, his 
accompanying figures were 
often louder than her slen- 
der. delicate tone. 

Not only in Beethoven's 
early E-fiat sonata, but even 
- and more damagingly - in 
FaurG’s rapturous first 
sonata. Midori sounded like 
a junior partner. In Szyma- 
nowski’s three Myths, her 
cultivated imagination got 
more scope (when McDonald 
gave her a chance), but the 
Brahms D minor Sonata 
seemed unwontedly frail, 
even shrinking. With the 
piano-lid partly closed, it 
mi gh t all have sounded quite 
different. 


David Murray 


international 


Arts 

Guide 


w Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in works by 
Schumann and Mahler. With 
piano soloist Radu Lupu; Sep 19 


AMSTERDAM 


exhibition 
S tedofi/k Museum 
ret 3 1 -20-573291 1 

Bill Viola, 25 Year Survey- A 
Video Journey: major survey or 
work by the AmencanvjdM 
artist Indudes rrvora than 15 

installations arifO 

as well as sketches and notes, to 

Nov 29 


CHICAGO 

EXHIBITION 
Art Institute Of Chicago 
Tel: 1-312-443 3600 
www&rtlc.edu 

Art and Archaeology of Ancient 
West Mexico: more than 200 
works, including terracotta 
figures found in tombs, and 
findings of recent excavations; to 
Dec 6 


the title role; Sep 16, 19 
• Rusatka: by Dvorak. 
Conducted by Richard Hickox in 
a revival of David Pountney's 
production, directed by Lynn 
BJnstock. The title role is sung by 
Susan Patterson; Sep 17 


(1898-1636): centenary 
celebration of the Spanish poet 
Includes biographical material 
and examples of the different 
forms In which he worked with 
collaborators including Falla, Dali 
and Bunuel; to Sep 21 


Sep 16, 19 


LOS ANGELES 


NEW YORK 


EDINBURGH 

exhibition 

National GaBery of Scotland 
Tel: 44-131-624 6200 ' 

Effigies and Ecstasies: Romat 
Baroque Sculpture and Design hi 
the Age of Bernini; to Sep 20 


OPERA A 
Netherlands Opera, net 

Muztektheater 

Tel: 31-20-551 89 ? 
Gatterdammerung: by Wagner- 
New staging by Pjejre^ ■ 
conducted by He inz 

Kruse. Jeannlne Mtmeyer ano 

Henk Smrt; Sep 16. 2Q 


OPERA 

Edinburgh Festival Theatre 
Tet 44-131-529 6000 
The Magic Flute: by Mozart 
Scottish Opera production by 
Martin Duncan, conducted by 
Richard Fames; Sep 16, 19 


OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
wwwJaopera.org 

• Carmen: by Bizet Washington 
Opera production by 
Ann-Margret Pettersson, 
designed by Lennart MOrk. The 
conductor is Bertrand de Billy 
and the title role is sung by 
Jennifer Lam ore: Sep 16, 19 

• Werther. by Massenet 
Conducted by Emmanuel Joel in 
a co-production with Theatre du 
Capitols Toulouse staged by 
Nicolas Joel and designed by 
Hubert Montoup. The title role is 
sung by Ramdn Vargas: Sep 18 


CONCERTS 

Avery Fisher Hall, Lincoln 
Center 

Tel: 1-212-875 5030 
wwwIincolncenter.org 

• New York Philharmonic Kurt 
Masur conducts works by 
Beethoven, in the season’s 
opening concert With violin 
soloist Isaac Stem; Sep 16 

• New York Philharmonic: Kurt 
Masur conducts Beethoven - The 
Complete Symphonic Cycle. 
Programme I (Sep 17, 18); 
Programme II (Sep 19) 


PARIS 

CONCERT 

Th&UnB des Champs EJysAes 
Tel: 33-1-4952 5050 
Orchestra National de France: 
conducted by Leonard Slatkin in 
works by Chabrier, Franck, 
Faur6, Roger-Ducasse and 
Schmitt With piano soloist 
Michel Dalberto; Sep 17 


Tel: 1-415-864 3330 
www.sfopera. com 
A Streetcar Named Desire: world 
premiere of a new opera by 
Andre Previn, with a libretto by 
Philip Lrttell based on Tennessee 
Williams’ play. The staging is by 
Colin Graham, with designs by 
Michael Yeargan. Andr6 Previn 
conducts and the cast includes 
Ren6e Fleming and Rodney 
Gitfry; Sep 19 


by Gianluigi Gelmetti in Brahms' 
German Requiem: Sep 17, 18 
• Yomluri Nippon Symphony 
Orchestra: conducted by Gilbert 
Varga in a programme including 
works by Chausson and Ravel; 
Sep 16 


LUCERNE 


LONDON 


BUCHAREST 

SSr.p**** 

Orchestra; condueradByw^^ 

Barwb°ini bi 

Berg and Tcharitovsky; w 


OPERA 

English National Opera, 
London Coliseum 
Tel: 44-171-632 8300 
m Otello: by Verdi. New 
production by David Freeman, 
designed by Tom Phillips and 
conducted by Paul DanieVMark 
Shanahan. David Rendafl sings 


CONCERTS 

International Festival of Music 
Tel: 41-41-226 4400 
www.LucemeMusic.ch/ , 
Vienna Philharmonic Orchestra: 
conducted by Lorin Maazef in a 
work by Mahler; Sep 16 


EXHIBITION 

Metropolitan Museum of Art 
Tel: 1-212*795500 
www.metmuseum.org 
Letters in Gold: Ottoman 
Calligraphy from the Sakip 
Sabancl Collection, Istanbul. 70 
objects ranging from the 15th to 
the 20th century, includes 
manuscripts, panels and scrolls; 
to Dec 13 


EXHIBITION 
MuaSe du Louvre 
Tel: 33-1-4020 5151 
wwwJouvre.fr 

Astronomy and Astrology in the 
Islamic World: display of 
instruments developed by Arab 
astronomers between the 8th 
and 15th centuries, shown 
alongside a selection of everyday 
and religious objects decorated 
wfth astrological designs; to 
Sep 21 


SEATTLE 

CONCERTS 
Benaroya Hal 

Tel: 1-206-215 4747 
wwwAeattlesyrnphony.org 
Seattle Symphony Orchestra: 
conducted by Gerard Schwarz in 
the world premiere of Bright 
Sheng's Spring Dreams, and 
works by Barber and R.Strauss. 
With soloists indudig cellist 
Yo-Yo Ma; Sep 18 


VIENNA 

CONCERT 

Musikverein 

Tel: 43-1-5058 6810 

Chicago Symphony Orchestra: 

conducted by Daniel Barenboim 

in works by Wagner. Berg and 

Tchaikovsky; Sep 16 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 


MADRID 

EXHIBITION 

Museo National Centro de Arte 
Heine Sofia 
Tel: 34-1-467 5062 
Federico Garda Lorca 


OPERA 

New York City Opera, New 
York State Theater 

Teh 1-212-8705570 
www.nycopera.com 
Partenope: by Handel. Directed 
by Francisco Negrin and 
conducted by George Manahan. 
Lisa Saffer sings the title role; 


ROME 

EXHIBmON 
Borghase Gallery 
Bernini, the Sculptor. The 
Beginning of Baroque Art in the 
Borghese Family. Brings together 
pieces belonging to the Villa with 
bans from abroad, including the 
famous Hermaphrodite from the 
Louvre. Includes seff-portraifs 
and early pieces, and paintings 
by Lanfranco; to Sep 20 


Benaroya Recital Hall 
Tel: 1-206-215 4747 
www.seattiesymphony.org 
Seattle Symphony Orchestra: 
conducted by Gerard Schwarz in 
a retrospective of the orchestra's 
composers-in-residertce. Includes 

world premieres of works by 
David Stock and Samuel Jones, 
and works by Richard 
Danielpour, Bright Sheng and 
Stephen Albert Sep 16 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 


• CNN Internationa] 
Monday to Friday, GMT: 


(XL30: Moneyline with Lou Dobbs 
1&30: Business Asia 
1930: World Business Today 
22.00: World Business Today 
Update 


SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 


TOKYO 

CONCERTS 

Suntory Had 

Tel: 81-3-3584 9999 

• Japan Philharmonic 

Symphony Orchestra: conducted 


• Bustness/Market Reports: 
05:07; 06:07; 07:07; 0820*. 09*^0; 
1020; 1120; 11:32; 12:20; 1320; 
1420. 


At 0820 Tanya Beckett of FTTV 
reports live from LlFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


S cotland's indepen- 
dence is now a real 
possibility, and 
would be more 
momentous than has yet 
been grasped in the sour phi- 
lippics exchanged within the 
Scots political class. 

It would end one of the 
very few political unions 
that has worked for centu- 
ries. It would end the claim 
by the UK government that 
its programme of constitu- 
tional reform will renovate 
the Union. Instead,' the 
Labour government would 
become the administration 
that "lost Scotland". 

It would further isolate the 
unionists of Northern 
Ireland, who are being 
coaxed into a power-sharing 
arrangement with Republi- 
cans, partly in exchange for 
commitments to bolster the 
Union with Bri tain. It would 
greatly sharpen the dilemma 
of the Welsh about whether 
to go for Independence. It 
would pose much more 
acutely to the English the 
question of what sort of 
nation England would he if 
it were on its own. 

Scottish independence 
could even have European 
and wider implications, hold- 
ing out the power of example 
to such diverse forces as the 
Basque and Catalan separat- 
ists, the Parti Quebecois and 
even Italy’s Northern 
League. 

In the months ahead of 
elections to the new Scottish 
regional assembly next year, 
UK politics will be haunted 
by tbe question: will the 
Scots do it? 

Most of the historic rea- 
sons for Scotland to remain 
part of the UK have decayed. 
For 400 years after the Act of 
Union in 1707 Great Britain 
was at the forefront of eco- 
nomic growth and its world 
power was growing. Now. 
Britain has neither an impe- 
rial nor a missionary pur- 
pose - and Scots were active 
in both those spheres. 

At the same time, the exis- 
tence of the European Union 
lowers the cost of indepen- 
dence for small countries by 
providing them with a free 
trade area in which member 
states may not discriminate 
against each other and by 
creating a common currency 
which will relieve the Scots 
of the need to create one for 
themselves, should they 
qualify for monetary union. 

The result has been a 
surge of Scottish feeling that 


Losing Scotland 

Over the next two weeks, John Lloyd will be reporting on the 
state of the less-than-United Kingdom. He starts in the north 



affects even those hostile to 
independence. The Conserva- 
tive party, the only big Brit- 
ish party that still believes 
in a unitary state, was wiped 
out in Scotland in last May's 
general election and is pain- 
fully reassembling itself on a 
devolutionist programme. In 
his office in Edinburgh’s 
New Town, where the very 
names of streets and statues 
affirm the Union, David 
McLetchie. tbe likely next 
leader of the Scots’ Tories, 
says: "We want to get away 
from the unionist fundamen- 
talism of the last two elec- 
tions We must be seen to be 
doing what is best for Scot- 
land.” 

"We’ve lived too long with 
the habit of blaming seme- 
one else, usually the 
English." says Hamish Mor- 
rison, who r uns the Scottish 
Fisherman’s Federation in 
Aberdeen. ‘It's left us depen- 
dent." 

But what kind of indepen- 
dent country might Scotland 
be? The surge towards inde- 
pendence Is usually 
described in terms of the 
Scots character groping for 
free expression. 

The particular expression 
varies. For Alex Bell, 
research director of the Scot- 
tish National Party, which 
doubled the number of seats 
it held in the last elec- 
tions.the first necessity is to 
“reject the Celtic cringe. 


Taking responsibility for 
ourselves is vital”. 

More popular is tbe claim 
that Scots are more moral 
than their English neigh- 
bours, or at least have pro- 
duced a culture that takes to 
a social democratic, rather 
than a liberal free-market, 
form of government. 

“There's something very 
Scottish about the concepts 


John Uoyd 
on Britain 



of equality and fairness," 
says Alec Salmond, the SNP 
leader. 

Mr Salmond is doing more 
than gaze at this imag e of 
Scottishness: he believes 
Scotland will be robust 
enough to sustain a rise in 
income tax for those earning 
more than £30,000 a year. 

The Nationalists* claim to 
the social democratic mantle 
does not amuse Labour MPs 
and ministers who, both in 
the Scottish office and in 
government, are largely left- 
wingers. Now, they must 
grit their teeth and justify 
the retention of the Trident 
nuclear force, which is based 
at Faslane, on a lovely west 
of Scotland loch. It Is the 
Nationalists who want to 
remove ft. 

“It’s inconceivable we 


would retain it.” says Mr 
Salmond, raising his voice 
an octave. “Inconceivable 
that England would base its 
main nuclear deterrent in a 
foreign country." 

Scotland, then, would 
become yet another free- 
rider under a nuclear 
umbrella it would not pay 
for. The SNP budget identi- 
fies savings of £55m from 
defence. 

The SNP's easy assump- 
tion of a social democratic 
morality is open to attack as 
being high taxing, high 
spending and irresponsible. 
The party Is wooing busi- 
ness. and recently proposed 
a sharp (but imprecise) cut 
in corporation tax. 

At the same time it prom- 
ises to match whatever 
Labour offers the unions, 
who will be powerful in an 
independent (or devolved) 
Scotland. Their influence 
was shown clearly when Gus 
MacDonald, a former mili- 
tant shipyard worker turned 
media businessman, became 
Scottish Industry minister, 
and a vital part of Labour's 
Scottish policy. “My first 
call,” Mr MacDonald says, 
“was on the Scottish TUC. 
The message is partner- 
ship... the days when you 
joined tbe union to bash the 
boss are over. This is a small 
county; there’s a greater 
habit of consensus.” 

But not a greater habit of 



GIORGIO ARMANI 

LE COLLEZION! 


enterprise. The country that 
produced Adam Smith seems 
to have turned it back on the 
“invisible band " of capital- 
ism in favour of corporatism 
and, often, a dour suspicion 
of capitalists. 

New business start-ups are 
30 per cent below tbe UK 
average: Mr Monisson, a for- 
mer director of the Scottish 
Business Council, “there is 
little of the creativity and 
drive you need to succeed in 
the new knowledge indus- 
tries. Scotland was been 
lucky with its economy in 
the 19th century. Now, you 
need more than luck.” 

Business is worried by 
nationalism. The big insur- 
ance companies whose main 
market is in England are 
worried that higher costs in 
Scotland will force reloca- 
tion. But they are too canny 
to upset the national Geist. 
Many business people say 
privately they think inde- 
pendence is inevitable; and 
it “need not he too bad". 

Calmn MacDonald. MP for 
the Western Isles and a Scot- 
tish Office minis ter, thinlrg 
there is a choice short of 
independence. “It’s the 
example of a nationalist 
party which has achieved 
very large autonomy for its 
region but has never put the 
issue of independence to tbe 
question.” Mr Salmond high- 
lights the difference: “Cata- 
lonia is powerful because it 
can determine tbe future of 
the Spanish government. 
Scots MPs cannot do so, 
except briefly and exception- 
ally” 

Many people - and not 
only in Scotland - reckon 
that the government’s cur- 
rent plans for devolution 
may prove unstable and that 
arguments over which 
regions get what money will 
lead to a more radical devo- 
lution than the one cur- 
rently proposed. 

It is often said that the 
amount of power that will 
actually be devolved will be 
determined by economics, 
appealing to stereotypical 
hardheaded Scots. On inde- 
pendence, though, there is 
no “essence of Scot” that is 
hardheaded. The tide of 
nationalism now appears to 
be carrying along the intelli- 
gentsia, some of the business 
classes and professions and 
the bulk of the people. A 
little more fair wind, and the 
nationalist tide could push 
Scotland to separate state- 
hood by 2000. 


PERSONAL VIEW M. EMERSON AND D. GROS 


Saving Russia 

The EU should lead any initiative to help Russia, and see the 
crisis as a chance to reinforce a wider European order 


T he Russian crisis is 
now of extraordi- 
nary gravity. 
Hyper-inflation is 
possible within weeks. The 
circumstances could become 
comparable to those which 
preceded the Russian revolu- 
tion of 1917, or which led to 
the rise of fascism in Ger- 
many. Yevgeny Primakov's 
nomination as prime minis- 
ter may calm the political 
cauldron in Moscow for the 
time being. But he cannot 
escape the financial crisis, 
a nd bis appointment of Vic- 
tor Gerashchenko as head of 
the central bank seems 
likely to get the printing 
presses working overtime. 
As if this were not enough. 
Ukraine is in deep financial 
crisis too. 

The European Union is 
deeply affected by the crisis 
and should lead any interna- 
tional response. At stake is 
the geo-political stability of 
Europe; the EU business 
upswing, which could be 
overwhelmed by a global 
recession; the smooth launch 
of the single currency, which 
could be upset by financial 
crisis; and the EU enlarge- 
ment process, because acces- 
sion candidates are vulnera- 
ble to large capital outflows. 
Any one of these four risks 
is grave enough, let alone 
the nightmare of all 
together. On September 3. 
the European Commission 
assessed the likely conse- 
quences for the EU and its 
accession candidates as “lim- 
ited”. This is inadequate. 

The EU should not write 
off the Primakov- 
Gerashchenko regime. Who 
knows what their choices 
may be? Some rise in infla- 
tion looks inevitable for a 
few weeks to wipe out 
arrears of wages, pensions 
and inter-enterprise debt. 
But the government might 
then start afresh with a new 
stabilisation programme. If 
it does, the EU should offer 
two things to Russia and 
Ukraine Immediately: 

• Emergency action to sta- 
bilise their currencies, 
including substantial financ- 
ing for a currency board 


scheme, pegging the curren- 
cies to the euro. 

• An new initiative to 
strengthen the wider Euro- 
pean order, beyond the EU. 
The EU is surrounded by 
instability from Russia to 
tbe Balkans to tbe Mediter- 
ranean. 

Even if Mr Primakov 
chooses hyper-inflation, per- 
haps attempting to suppress 
it by by some price controls, 
the EU can still act: it 
should save the Ukraine 
from the same fate, rather 
than let the Russian crisis 
extend into central Europe. 
A Ukrainian operation 
would not be that expensive 
and could be a useful exam- 
ple for Russia. 

If aid is to be effective, it 
must be made impossible to 
convert the money into capi- 
tal flight, as happened 
before. The only way to do 
this is by erecting a wall 
between the government and 
financial markets. This is a 
necessary condition for a 
currency board to function 
and is the main reason why 
many economists now sup- 
port this solution for Russia. 

If the Russian and/or 
Ukrainian governments can 
meet the right conditions, a 
currency board should be 
viable with about 30bn-35bn 
euros ($35bn-S41bn) of exter- 
nal money. Europe should 
provide the lion's share. Just 
as the US Treasury acted 
quickly in the Mexican cri- 
sis, so in the case of Russia, 
the lead role should be with 
the EU. We propose that the 
EU should guarantee 
through its budget about 
20bn euros towards any sta- 
bilisation fund. The US and 
Japan could then add 6bn- 
7bn euros each. The rouble 
is best pegged to the euro for 
reasons of simple trade 
structure, but more impor- 
tantly. to get tbe EU to rise 
to the challenge. 

Of course, all this assumes 
that the right conditions are 
in place. If they are not, pro- 
viding credit is pointless. 
The two most important 
problems to address are how 
to prevent banks and enter- 
prises taking bets on the 


exchange rate and how to 
close the gap between gov- 
ernment spending and reve- 
nue, which is large in Russia 
and Ukraine. The first point 
can he addressed by requir- 
ing banks and others to 
match the currency denomi- 
nation of their assets and lia- 
bilities (if a bank has dollar 
assets, it must have equiva- 
lent dollar liabilities). 

On tbe second, it is unreal- 
istic to expect Russia or 
Ukraine to run a balanced 
budget immediately. But it is 
possible to say that, while 
the government can have a 
deficit, it may not borrow 
from financial markets or 
the central bank, only from 
western international finan- 
cial institutions. There must 
therefore be financing for an 
agreed level of government 
deficit disbursed In frequent 
instalments so that imple- 
mentation can be monitored: 
20bn-30bn euros should be 
adequate to ensure a period 
of relative stability. 

Beyond the immediate cri- 
sis. the EU should give a 
higher priority to deepening 
the structures of the wider 
Europe. It should invite all 
accession candidates to join 
in working out the new ini- 
tiative, focusing on an inclu- 
sive. multilateral European 
order, going far beyond the 
Council of Europe and other 
bodies. By contrast, the EU 
should curb its excessive 
inclination towards a hub- 
and-spoke pattern of bilat- 
eral relations with Its neigh- 
bours, which encourages 
Russia, Ukraine and Turkey 
to feel excluded. An initia- 
tive along these lines seems 
to have been the subject of 
an abortive discussion by EU 
foreign ministers a few days 
ago. One foreign minister 
said that the EU should not 
overreach itself. But the EU 
should rise to its responsibil- 
ities in this hour of need. 
-Michael Emerson is visiting 
research fellow at the London 
School of Economics and Cen- 
tre for European Policy 
Studies, and a former EU 
ambassador in Moscow. Dan- 
iel Gros is deputy director at 
CEPS, Brussels 


LETTERS TO THE EDITOR 


Only monetary solution will avert 
export of Japan’s liquidity trap 


From Mr Robert Fullem. 

Sir, The wealth effect's 
impact on the global econ- 
omy as described in Martin 
Wolfs “Averting the worst” 
(September 9) should have 
been a topic of discussion 
after Japanese equity and 
property valuations were 
halved in the early 1990s. 
The subsequent erosion of 
financial security tn Japan 
now threatens to hold hos- 
tage tbe rest of the world 
and cause a global liquidity 
trap not witnessed since the 
great depression. 

The roots of this “once-or- 
twice-in-a -century” cycle of 
economic events lie in tech- 
nological innovation. Simple 
Invention leads to productiv- 
ity gains that relieve upward 
inflationary pressures and 
cause interest rates to Call as 
asset prices rise. A period of 
rapid wealth accumulation 
eventually ends when a 
“speculative bubble" burets 
and financial retrenchment 
ensues. The global peak in 


interest rates in 1921 set tbe 
stage for bubbles to burst in 
tbe 1920s. The 1981 apex in 
interest rates may offer the 
same results and prove that 
normal economic projections 
are of little consequence. 

While one cannot change 
the course of economic 
cycles, monetary policy can 
smooth the process. Fortu- 
nately, wealth preservation 
became a US monetary pol- 
icy concern well before 
recent headlines. Alan 
Greenspan. Federal Reserve 
chairman, has consistently 
taken account of Japan's 
economy in- his testimonies 
and policy, preventing the 
export of Japan’s liquidity 
trap to America. Thus, he 
places much more import on 
the effect of changing asset 
prices on international 
wealth than domestic econo- 
mists care to do. 

Relegating domestic infla- 
tionary pressures to the less 
predictable issue of wealth 
preservation and global 


trends appears dovish but is 
actually a unique and bold 
revelation by a central 
banker. However, lower 
interest rates in the US or 
fiscal spending in Europe 
will not solve a liquidity trap 
in Japan. With Japanese 
interest rate and fiscal policy 
ineffectual, money supply 
targeting remains the sole 
untested method of restoring 
long-term economic health. 

At present, broad money 
supply growth in Japan Is an 
anaemic 3.8 per cent Rein- 
flating the country monetar- 
ily would change domestic 
spending patterns, restore 
confidence, cause nominal 
interest rates to rise, unbind 
fiscal policy, and prevent 
additional “beggar-thy- 
neighbour” devaluations. 
Reverse-contagion would 
take its course. 

Robert . Mnzilla Fullem, 

630 First Ave, 

Apt. 200. 

New York, NY 10016, US 


Lame duck president the worst prospect 


From Mr Robert Madge. 

Sir, Maybe the choice for 
Congress is not as grim as it 
seems (“Grim choice for 
Congress”, September 14). 
Surely there are those 
within the House who feel 
this is the appropriate time 
to redress the balance of 
power in their favour. The 
president is already weak- 
ened, now may be the time 


to plunge the dagger even 
further. Certainly, no one 
can wish for a repeat of the 
recent summit with Russian 
President Boris Yeltsin, 
where Mr Clinton was so 
busy apologising for his 
domestic misdemeanours 
that the more important 
issue of Russia's financial 
troubles was disregarded. 

Even though the impeach- 


ment process will be 
lengthy, the prospect of a 
lame duck president in office 
for the next 18 months may 
seem more interminable. 

Robert Mudge, 
editor, 

English Service, 

Radio Deutsche Welle, 
Raderberggflrtel 50. 

50968 Cologne, Germany 
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When lives not wasted in defence of ideology 


From Mr Nicholas Denton. 

Sir, I really must take 
issue with the statement by 
Nigel Andrews in his review 
of Saving Private Ryan (“A 
film for simpletons and sen- 
timentalists", September 10): 
“Surely the inhumanity of 
war is the h uman story: the 
cruelty at once enormous 
and reductive, the waste of 
individual life in an expanse 
of ideology ot fanaticism.” 

I do not know how old Mr 
Andrews is or whether he 
has any knowledge of tbe 


issues behind the second 
world war. But his comment 
seems to put those who 
fought on behalf of the “ide- 
ology” of democracy on the 
same footing as those who 
fought for the ideology of 
fascism. Forgive me if I seem 
too idealistic and naive for 
your sophisticated organ, 
but surely the second world 
war was not a war between 
two ideologies of equal 
worth during which many 
human beings were need- 
lessly sacrificed but. by con- 


trast, a war between an ide- 
ology for all its faults worth 
defending and a repugnant 
ideology which deliberately 
aimed at annihila tion of an 
entire race and subjugation 
of many others. Mr Andrews 
may feel those who died in 
the allied cause wasted their 
lives, but L and 1 am sure 
many others, do not. 

Nicholas Denton, 

48 Scholars Way, 

Amersham, 

Bucks HPfi 6UW, UK 


Microsoft’s »< 
bought-in 
growth not to 
be ignored 

From Mr Bill Pieser. 

Reading “Waiting to con- 
nect you” (September 10) by 
Roger Taylor and William 
Lewis I am taken by their 
mischaracterisation of the 
role M&A has played in the 
creation of the Microsoft 
product empire. The authors 
use Microsoft as the model 
of organic growth to coun- 
terbalance the value of M&A 
in technology companies 
with the statement: “Micro- 
soft, the world's largest soft- 
ware producer and one of 
the two-largest companies in 
the US [sic], has grown 
almost entirely through 
organic growth.” 

I wonder how the follow- 
ing list figures in their con- 
clusion: 

• MS-DOS. acquired from 
Seattle Microcomputer/Steve 
Patterson. 

• Microsoft Word, acquired 
as a character-based DOS 
product. 

• Microsoft Excel, acquired 
as a Mac product. 

• Microsoft PowerPoint, 
acquired as a Mac product. 

• Microsoft FoxPro, 
acquired from Fox Software. 

• Microsoft Visual Basic, 
acquired substantially 
through contract develop- 
ment 

• Microsoft SQL Server, 
acquired licence from 
Sybase. 

There are many others of 
course. Microsoft deserves 
credit for the continued 
development and enhance- 
ment of these products, and 
for the marketing might that 
has made them tbe de facto 
standards of the computing 
world. Most on the list were 
languishing with their origi- 
nal authors. That is pre- 
cisely the point, M&A is .an 
integral part of the software 
“food chain”, even if you are 
Microsoft 

Bfll Pieser,. 
executive vice-president. 

Platinum Software Corp., 

195 Technology Dr., 

Irvine, CA 92618, • 
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Power failure in 
the White House 


Even if Bill Clinton survives the 
threat of impeachment, his 
capacity to exercise effective 
political leadership during the 
remainder of his term in office 
must be seriously in question. 
That would be a worrying pros- 
pect at any time. It is particularly 
so at a moment when hopes of 
stabilising global economic tur- 
moil hinge on Washington's abil- 
ity to take the lead. How should 
the rest of the world cope with 
the uncertainties created by Mr 
Clinton’s plight, and what, if 
anything, can it do to reduce 
them? 

The first lesson is to keep the 
risks clearly in perspective. In 

-*■» one sense, the Immediate impact 

' * nf Uip I jm+nelrv nffoir nn tlia ann. 


of the Lewinsky affair on the con- 
duct of US foreign economic pol- 
icy may be fairly limited. Fears of 
a power vacuum in the White 
House may unsettle financial 
markets. But the most critical 
decisions on how to respond to 
global economic problems lie not 
with the US president but with 
Alan Greenspan, the Federal 
Reserve chairman. 

True, Mr Clinton is likely to 
find it harder to secure legisla- 
tion from Congress. But the 
threat of lame-duck status during 
his last two years in office faced 
him well before his latest trou- 
bles. Apart from his stalled 
attempt to obtain increased fund- 
ing for the International Mone- 
v tary Fund, he is currently seek- 
.'4 ing no vital piece of international 
economic legislation. 

Nonetheless. Mr Clinton’s pre- 
dicament could pose serious dan- 
gers. The biggest is that he will 
be less able to withstand mis- 
guided Congressional moves 
which would make global eco- 
nomic problems worse. There are 
growing concerns that the deep- 
ening US trade deficit will 


increase pressure for unilateral 
import restrictions, particularly 
if US growth falters. Mr Clinton’s 
resistance could be further 
undermined if his efforts to avoid 
impeachment tempt him into 
deals with more protectionist- 
minded Democrats in Congress. 

The scope for America’s part 
ners to influence such develop- 
ments is severely limited. But if 
anyone can hope to play a 
restraining role, it is the Euro- 
pean- Union. Not only is it the 
biggest US trade and investment 
partner. But both sides have been 
actively seeking to strengthen 
their political and economic 
links. One result has been to sen- 
sitise the EU to the need to 
engage more effectively with 
Congress. 

But to stand a chance of suc- 
cess, the EU must meet at least 
two conditions. One is to show 
greater awareness of the threats 
posed by global economic insta- 
bility. Until recently, It has 
seemed preoccupied mainly with 
their implications for the euro. 
The EU cannot hope to keep the 
US internationally engaged if it 
persists in navel-gazing. It must 
also avoid provocative gestures. 
That means eschewing loose talk 
about the euro becoming a rival 
to the dollar, and ensuring that 
its trade initiatives, such as the 
proposed agreement with Merco- 
sur. are not seen as mischievous 
attempts to upstage the US. 

The EU’s own institutional and 
political constraints prevent it 
from aspiring, at least in the fore- 
seeable future, to rivalling US 
global leadership. But at a criti- 
cal stage in US political history 
and in the world economy, it 
needs to do all it can to ensure 
that that leadership continues to 
be exercised as effectively and 
benignly as possible. 


Tricky alliances 


One of the drawbacks of 
democracy is that a fragmented 
vote can create a weak govern- 
ment. Sweden, where the Social 
Democrats have been in office for 
J 46 of the past 55 years, might be 
* considered immune from this 
tendency’. This Sunday’s elec- 
tions will prove otherwise. 

Until recently, Swedish politi- 
cal parties were aligned accord- 
ing to a socialist; non-socialist 
split Now. that scene has frac- 
tured. Issues such as Europe and 
nuclear power have divided the 
parties. Meanwhile, the Social 
Democrats' policy of fiscal auster- 
ity, though economically sound, 
has lost them support. It is no 
longer clear how a workable gov- 
ernment will be formed. 

After Sunday, the Social Demo- 
crats should remain the largest 
single party, but with a greatly 
reduced share of the vote. The 
rightwing Moderates, the other 
major party, are unlikely to gar- 
ner enough support to be able to 
form a coalition. There is little 
doubt that the SDP will be in 
government; the question is who 
win support them. 

Goran Persson. the prime min- 
ister, would like to continue 
working with the smaller non- 
socialist parties, one of which, 
r the Centre Party, has supported 
the present government. But 


these centrist parties are not 
impressed with the SOP’S poli- 
cies. and have been campaigning 
for a non-socialist government. 

An alliaoce with the ex- 
communist Left party, perhaps 
together with the environmental- 
ist Greens, would be easier to 
negotiate. But, as Mr Persson is 
well aware, the Left is likely to 
extract a high price for support. 
Already, they are demanding 
that the SDP use Sweden's expec 
ted budget surplus to create 
100,000 new public-sector jobs, 
rather than to repay public debt. 

Faced with these difficulties, 
the SDP could choose a third 
route of m uddling through with- 
out any firm alliances, relying on 
the support of different parties 
for different issues. 

Whatever the SDP does, the 
government will inevitably be 
weakened. Squabbles over 
alliance-forming could delay 
action on important issues, par- 
ticularly tax reform. And early 
membership of European eco- 
nomic and monetary union wfl] 
remain unlikely, as the anti- 
European stance of two potential 
alliance partners, the Left and 
the Centre parties, reinforces the 
SDP’s scepticism and the public's 
opposition. If he wins. Mr Pers- 
son will need great skill to nego- 
tiate the next four years. 


Impotence pains 


Around the world, health 
systems have reacted in sharply 
differing ways to the challenge or 
paying for Viagra, the anti- 
impotence pill which gained its 
licence for European use yester- 
day. Germany has decided that 
ns a socalled "lifestyle" drug it 
wiff be available only privately. 
Belgium and the UK have It 
under review. In the US. 
health plans won't pay for it, but 
Medicare, the health system for 

> the elderly, will. 

The challenge for those respon- 
sible for authorising payment is 
to decide a set of principles 
which can be applied not just to 
Viagra but to other "lifestyle 
drugs which are just over the 
medical horizon - obesity drugs 
and memory enhancers, tor 

*v5n shouW ptairfy n h ot iS 

available through public healtii 
services for purely ^creational 
use. But given the misery that 
impotence causes, the drug 
dearly should be provided for 
people with a wnume dintol 

. S eed - diabetics, and those 

1 demonstrably impotent due to 
prostate surgery or other defin- 
-ihie clinical causes. 

In seeking to control the poten- 
tiaT cost - am* Possible abuse - 
tichtlv drawn guidelines will be 
needed. But those m charge 


should not distort hospital priori- 
ties - as the UK threatens to do - 
by seeking to restrict precribing 
purely to specialists. 

Beyond that - and because 
impotence is not an all or noth- 
ing condition, but runs along a 
continuum - regulations should 
be eased to make private pres- 
cribing of the drug easier by ordi- 
nary doctors. That would allow 
any usage which might be 
termed “lifestyle" rather than 
clinical need to be catered for 
under medical supervision at the 
price of hiring a couple of videos, 
rather than on the black market 

This twin-track approach could 
work equally well for memory 
enhancers, for example, if they 
asfii jrf in diseases such as Alz- 
heimers. but also turn out 
improve the normal memory of a 
70 year old to that of someone of 
50. 

Under this sort of arrangement, 
public health services could 
afford Viagra, as long as they 
took ever more rigorous steps to 
encourage doctors to prescribe 
what works and eschew what 
does not Ending the unnecessary 
prescribing of antibiotics, for 
example, would alone save as 
much as Viagra, under such an 
approach, would be likely to cost. 
Patients would be both happier 
and better treated. 


COMMENT & ANALYSIS 


Supporting a house of cards 


T he west is waiting up. 
The statement issued on 
Monday by the finance 
ministers and central 
bank governors of the Group of 
Seven leading countries shows 
that Happily, the important play- 
ers in the economic drama - Rob- 
ert Rubin at the US Treasury and 
Alan Greenspan at the Federal 
Reserve - are not embroiled in 
the presidential soap opera. The 
question is what they - and the 
rest of the G7 - should do. 

Some westerners believe that 
the crisis in emerging markets 
should be treated as background 
noise, irritating perhaps but 
rather trivia]. This attitude is 
stupid, short-sighted and 
immoral It is stupid because a 
crisis embracing 40 per cent of 
the world economy inevitably 
damages the west. It is short- 
sighted because not just the fate 
of the afflicted economies, but 
the legitimacy of a capitalist 
world economy is at stake. It is 
imm oral because the crisis is 
harming hundreds of milli ons of 
people. 

Something needs to be done. 
But what? There are three imme- 
diate tasks: sustain the growth of 
demand in the US and western 
Europe; halt the spread of the 
emerging-market contagion: and 
help restore damaged countries 
to renewed health. 

Start then with the first. In its 
statement, the G7 reached the 
unsurprising conclusion that 
"inflation is low or falling in 
many parts of the world”. More 
important, "they emphasised 
their commitment to preserve or 
create conditions for sustainable 
domestic growth and financial 
stability in their own econo- 
mies’*. 

Wbat might those words mean? 
To answer, the starting point 
must be Japan, the country that 
has failed to do so. Its economy 
shrank at an annual rate of 3J3 
per cent in the third quarter and 
has yields on long-term bonds at 
below 1 per cent - a rate consist 
ent only with the expectation of 
falling prices. 

With its recent cut in the 
short-term interest rate, the Bank 
of Japan may be si gnallin g an 
aggressive expansion of the mon- 
etary base. This is the worst pos- 
sible policy, except for the only 
other one on offer, namely to do 
almost nothing. Washington 
would prefer the Japanese gov- 
ernment to try a more aggressive 
fiscal expansion, but some fiscal 
stimulus has already been 
applied, to little effect and little 
more is apparently going to hap- 
pen. As for cleaning up a banking 
system with non -performing 
loans estimated at a staggering 
Sl.OOObn. that is bound to take 
some time. If the weaker yen 
were to reduce the capital of the 
banks, as some analysts argue, 
the scale of needed government 
finance would increase further. 

Aggressive and open-ended 
monetary emission would indeed 
expand Japanese domestic 
demand. It would also weaken 
the yen, perhaps dramatically. In 
a deflationary domestic environ- 
ment, the monetary expansion is 
justified. But for the rest of the 
world, the weakening of the yen 
would be a mixed blessing, at 
best. 

The beneficial side of the policy 
would be the squeeze on inflation 
in the US and western Europe. 
This disinflationary impact 
would make It easier for Mr 
Greenspan and his European 
counterparts to cut interest rates 
without contravening their 
domestic mandates to low infla- 
tion. Unfortunately, a weakening 
yen would also increase pressure 
on a number of other currencies, 
notably the Korean won and the 
Taiwanese and Hong Kong dol- 


The G7 must make some painful choices now if rt 
halt the crisis in the world economy, writes Martin 


is to 

Wolf 


How Latin America stacks up against Asia 
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Jars. It might also be an excuse 
for a Chinese devaluation. 

This raises the second ques- 
tion. which is how to halt the 
contagion, particularly in Latin 
America. A glance at the chart 
shows that a number of Latin 
American countries are now run- 
ning current account deficits as 
large as those of the afflicted 
Asian countries, before their col- 
lapse (see chart). In Mexico and 
Brazil, the ratios of short term 
debt to foreign exchange reserves 
are similar to those of adversely 
affected Asian economies. 

With 45 per cent of Latin Amer- 
ica’s gross domestic product, Bra- 
zil is the keystone in the arch. It 
is crumbling; $12.7 bn of capital 
has fled the country this month. 
The fiscal deficit has been 7.8 per 
cent of gross domestic product 
(GDP) over the past 12 months. 
Interest rates have been put up 
to 50 per cent, to support the 
currency. This is obviously 
unsustainable. 

A case can be made for trying 
to hold the line until after the 
presidential election, due on 
October 4. After that, a big fiscal 
package might be introduced. 
Stopgap measures, including 
tighter exchange controls, and a 
standard IMF package might 
achieve this. But when risk pre- 
mia on emerging market debt are 
as high as they are today, the 
only sure escape is for the G7 to 
act as a true lender of last resort 


That would mean it would cease 
to provide modest sums in lim- 
ited tranches, but would offer 
huge sums up front and almost 
unconditionally . For Brazil, a line 
of credit of SlOObn would surely 
do the trick. Given the present 
panic, there is also a strong case 
for this. But it will not happen - 
at least not on that scale. 

The sanest alternative is to 
float the real before both the 
reserves and the government’s 


Aggressive monetary 
emission would 
expand Japanese 
demand. It would 
also weaken the yen 


credibility burn away. This 
would be an unhappy outcome. 
Yet in conditions that, for emerg- 
ing markets, increasingly rival 
the early 1930s, ft looks like the 
least bad option. Without mas- 
sive external support or excep- 
tionally strong fundamentals, 
fixed exchange rates cannot sur- 
vive in present conditions. 

This leads to the third immedi- 
ate question: how to bring about 
recovery in the most afflicted 
economies. Afflicted they are. 
The swing in Thailand’s current 


account between 1996 and 1998 is 
now expected to be more than 20 
per cent of GDP, from a deficit of 
8 per cent to a surplus of over 12 
per cent. In South Korea, the 
adjustment is expected to be 
close to 16 per cent of GDP and in 
Indonesia more than 14 per cent 
Given this brutal consequence of 
last year's capital flight, it cannot 
be surprising that they are all in 
depression. 

What can be done to help them 
escape? The short answer is that 
the chief priorities are an easy 
monetary policy and elimination 
of the overhang of internal and 
external debt. Progress has been 
made on both fronts, particularly 
by South Korea and Thailand. 

Korea’s overnight interest rate 
fell from 22.1 per cent in March 
to 8.6 per cent at the end of last 
month. Thailand was able to 
lower its inter-bank rate from 
24.5 per cent to 14 per cent The 
exchange rate is being stabilised, 
quite naturally, by huge Improve- 
ments In the external balance 
and structural reforms. South 
Korea's foreign exchange 
reserves grew by $18bn, to S45bn, 
between February and August 
alone. 

Unfortunately, merely lowering 
interest rates will not push the 
economy into a strong recovery, 
because the debt overhang must 
be eliminated if banks are to lend 
and companies to invest South 
Korean and Thai banks are esti- 


OBSERVER 


Vulture has his 


wings clipped 


Foreigners are swooping on 
Japan to pick up assets on the 
cheap. But it seems that not as 
vultures are flying high. 

Earlier this year. Martin 
Whitman, who runs the Third 
Avenue Value Fund, a respected 
US investment fund, thought he 
spotted a particularly attractive 
buy - a cheap Japanese bank. 
True, analysts were muttering 
about Long Term Credit Bank’s 
bad loan exposure. But Whitman 
believed that the bank had a 
great future through its alliance 
with Swiss Bank Corporation. 

So he bought a big sOce of 
shares this spring. Whitman has 
not yet revealed the scale of his 
subsequent loss, but the share 
price has dropped to a record 
low of Y19 from over Y300 earlier 
this year. 

A lesser man might have 
simply given up, not least 
because LTCB’s future has now 
become politically controversial 
in Japan. 

But Whitman, whose personal 
motto is “safe and cheap” has 
bitten bade he has sued Long 
Term Credit Bank in a US court 
for deciding to forgive its debt to 
subsidiaries without demanding a 
restructurrig. This doesn't raise 
eyebrows in Japan, but Whitman 
argues that it's at odds with 
International norms. 


Picking whiners on the Tokyo 
stock markets is hard enough, 


but it’s probably easier than 
pushing US corporate culture on 
to a Japanese bank. 


Trondheim trek 


Trondheim, Norway's medieval 
capital, is mainly famed for the 
magnificent 11th century Nldaros 
Cathedra/. Now ft looks set to 
become a banking centre. 

It might seem odd to base the 
country's biggest financial 
services group - the merger of 
Christiania Bank, Fokus Bank 
md the state-owned Postban ken 
- in the fer reaches of western 
Noway, an hour’s flight from the 
flesh pets of Oslo. 

But regional sensitivities have 
helped derail half a dozen bank 
mergers In the last year or so- 
ftie latest was Oslo-based Den 
norske Bank’s attempt to 
swallow Trondheim’s BN Bank. 

So the brokers of the latest 
deal chose Trondheim, home of 
Fokus Bank, over the Oslo base 
of the much lager Christiana 
Bank. The chances of official 
approval for the deal won't be 
harmed either by naming Tormod 
Hermansen, president of 
state-owned telecommunications 
company Tele nor, as chairman. 

At least Oslo might get a boost 
to its glitzy new airport which 
already has several high-flying 
weekly commuters - like 
Stavanger-based S tatoii’s Herat Id 
Norvflc - who are reluctant to cut 
their ties with the capital. Sc will 
Tom Ruud, chief executive of 
Christiana and of the merged 


bank, move to Trondheim or 
spend Monday mornings in 
Gardermoen’s departure lounge? 


Off the pitch 


Hungarian prime minister Viktor 
Oban seems to have persuaded 
Austrian chancellor Viktor KHma 
to co-operate in a joint bid to 
stage the 2004 European football 
championships. But his finance 
officiate seem to think there’s 
quite enough reconstruction to 
be done without rebuilding 
Hungary’s crumbling stadia. 

Yesterday, economic affairs 
minister AHila Chikan told foreign 
businessmen Hungary would end 
up $75m I n the red from the 
tournament, even counting "all 
the extra beer consumed". But, 
he said, politicians “with 
footballing credentials” might 
want to go ahead. He didn’t 
name names, tart it seems that a 
university side called Jogtatok 
once had a skilful leftwinger. 

Name of Viktor Oban. 


Nettled 


It has been a rough couple of 
months lor Patrick Nettles, head 
of fibre optics leading tight Ciena. 
Profits have halved, shares have 
fallen more than 80 per cent and 
his plan to have Ciena bought by 
telecoms equipment maker 
TelJabs has been jinked. 

Much of Nettles’s misery is 
down to AT&T: It put a very large 
spanner In the works by 
cancelling an order from Ciena 


less than an hour before Ciena's 
shareholders were due to vote on 
the Teliabs deaL At the time. 
Nettles hinted darkly that he 
found the timing of AT&T’s 
actions “troubling”. Things 
haven't improved. He’s now 
complaining that AT&T 
employees have beat told not to 
talk to Cfena about* why Ciena 
lost the order to Lucent 
Technologies - formerly part of 
AT&T. 

AT&T says reticence is only to 
be expected as all c ontracts 
have confidentially clauses. 
Which leaves Nettles to struggle 
with what psychologists like to 
caH “lack of closure". 


Daim fortune 


Daim ZainuckSn, put in charge of 
Malaysia’s economic recovery a 
tew months back by prhne 
minister Mahathir Mohamad ova* 
the head of the then deputy 
premier and finance minister 
Anwar Ibrahim, is beginning to 
(earn about the downside of 
power in Malaysia. 

When Daim was on the way 
up, poison-pan letters filed with 
accusations against Anwar had 
been circulating fix over a year. 
Eventually, a book repeating the 
allegations was published and 
Anwar - who has vigorously 
denied them - was sacked. 

Yesterday, a six-page 

anonymous poison-pen letter 
about Daim began making the 
rounds. Just a warning shot, or 
the beginning of the end? 


.. — - - - 






mated by Deutscbp Bank to have 
non-performing loans equal to 
over 40 per cent of GDP. In both 
countries the dead weight of 
domestic debt Is substantially 
more onerous than the external 
burden. 

Encouraging these countries to 
sort out the intemul debt over- 
hang is an essentia] port of the 
cure. Thailand has made substan- 
tial progress already. But it is 
equally important to speed up 
negotiations uver the external 
burden. The G7 has harsh words 
for countries that “embrace uni- 
lateral action on debt as a substi- 
tute for reform and ctHjperatinn." 
(They mean Russia). The ques- 
tion, however. Ls wliat they are 
doing to help eliminate unpaya- 
ble external debt, not least that 
owed by the private sector. 
Debt-equity swaps, debt buy- 
backs arid all the uther tech- 
niques employed in Lilt 11 Amer- 
ica during the lBSOs nmi to In- 
brought into play nuw. 

Where then does that leave the 
heterodox recommendation by 
Paul Kingman of the Massachu- 
setts Institute uf Technology that 
afflicted countries should impose 
short-term controls un capital 
outflow? The immediate answer 
is that such a policy doe> little to 
eliminate debt overhang ur pro 
mote policy reforms. But it might 
permit a country to run a lrescr 
monetary policy, without risking 
a collapse in the exchange rate. 
This could help - or so at least 
Mahathir Mohammed, prime min- 
ister of Malaysia, believes. 

The chief objection is that the 
policy is likely to turn into a 
semi-permanent attempt to avoid 
resolving underlying difficulties 
rather than a temporary means 
to facilitate recovery. If so. there 
will be still greater difficulties 
further down the road. 

Malaysia avoided accumulating 
much short term debt, which is 
why it has avoided the unwel- 
come embrace of the IMF. But its 
overhang of unpayable domestic 
debt is estimated at over 30 per 
cent of GDP. What will happen if 
an already insolvent financial 
system is not just encouraged, 
but forced, to expand domestic 
lending? The answer is that it 
will lend still more to politically 
well connected borrowers. The 
already overwhelming burden of 
bad debt is then likely to grow 
rapidly. In a country that already 
has a ratio of domestic credit to 
GDP of 1.7 - among the highest 
in the world - the final outcome 
is likely to be a serious inflation. 

In short, for emerging markets, 
tight controls on capital outflow 
could do more harm than good. If 
they are to be avoided, greater 
help from rich industrial coun- 
tries will almost certainly be 
needed- For the latter, five con- 
clusions stand out: 

• If Japan does not adopt alter- 
native measures, massive mone- 
tary expansion and yen weaken- 
ing seem inevitable and probably, 
on balance, desirable. 

• If Japan does do this, it will at 
least force easier monetary policy 
on the US and Europe. 

• It will also trigger a further 
general devaluation of the emerg- 
ing market currencies against 
the US dollar, the euro and the 
pound. 

• If the G7 wants to halt the 
contagion, it will have to act as a 
true lender of last resort, on a 
vast scale, starting with Brazil: 
and, finally: 

• If counterproductive exchange 

controls are to be avoided and 
easier monetary policy encour- 
aged , urgent attention must be 
paid to elimination of unpayable 
domestic and external debt. 

The choices are painful. But 
the G7 must make them now. 


Martin. WofflfFT.com 


100 years ago 


Japan Advances 
With Japan we continue to 
hold a prominent position in 
the volume of trade, and a 
very interesting report is 
furnished by Mr. Consul 
Langford at Nagasaki. He says 
that the metal trade has 
excellent promise for the 
future, and points exit that, 
however expert the Japanese 
may become in the 
construction of ships, a 
generation at least must pass 
before there can be 
entertained the slightest hope 
of their being able to furnish 
their own materials. British 
shipbuilders are getting orders 
of the most valuable kind, and 
it behoves them to see that 
this very important branch of 
the trade is not removed from 
them. 


50 years ago 


British Cars For Swiss 
Basle, September IS. Figures 
issued here show that whereas 
before the war Britain supplied 
Switzerland with 6 per cent of 
her total requirements of 
motor-cars, the percentage 
has now risen to 21 per cent 
The United States supplied 50 
per cent compared with 38 per 
cent before the war. 

Germany's supplies amounted 
to 29 per cent in 1938, but are 
only 3 par rant now. 
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Follow the leader 


in warning 


U troops on 
to Taliban 


Better late than never. The Group of 
Seven leading industrial co untr ies has at 
last acknowledged that the world is facing 
a serious financial crisis, deserving their 
attention. And Monday’s statement, hint- 
ing at co-ordinated interest rate cuts, 
promises a return to active world leader- 
ship. This has rightly helped to reassure 
investors and bring some raim to finan- 
cial markets. 

But unless these words are followed by 
deeds, their h alm will soon fade. And this 
raises the first question: is the G7 prepar- 
ing to intervene now, or only if thing s get 
worse? With apparent dissension in the 
ranks - Hans Tietmeyer, Bundesbank 
president, said yesterday he saw no rea- 
son for Europe to relax its monetary pol- 
icy - it may take more bad news to prod 
the G7 into concerted action. That, of 
course, is hardly good for the markets. 

Mr Tietmeyer's comments raise a sec- 
ond point Are lower rates the panacea 
the markets think they are? They might 
help sustain growth in the western econo- 
mies, a laudable aim. But they could 
equally fuel inflation in the US and 
Europe and complicate the transition to 
the euro. Lower western rates will bring 
only limited relief to emerging markets 
given the risk premiums investors are 
now demanding, so they may not stop 
contagion. And it will take a much more 
comprehensive approach to cure the fun- 
damental problems facing the likes of 
Japan and Russia. 

Capital controls 

Are capital controls coming back? News 
that the Group of -Seven is considering 
whether they could be desirable (for 
developing countries, presumably! might 
suggest so. Certainly the turmoil in 
emerging markets has shaken the consen- 
sus that global prosperity is best 
advanced by the free flow of capital across 
frontiers. But it is important to distin- 
guish two different types of control. Con- 
trolling money flowing into a country - 
particularly borrowing in foreign curren- 
cies - may reduce its vulnerability to a 
crisis. With luck, that is all the G7 is 
thinking about. 

Stopping money flowing out in the 
midst of a crisis is another matter. Some 
advocates say such controls can be used 
to maintain the level of an exchange rate 


Thomson-CSF 
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while cutting interest rates, as Malaysia 
has done. But it is hard to see what 
long-term benefit there la in supporting 
an overvalued exchange rate while run- 
ning excessively loose monetary policies. 
Moreover, in most crisis-ridden countries, 
the core problem is not a sliding exchange 
rate but excessive debt Slapping on capi- 
tal controls does little to prevent default. 

If the benefits are unclear, the damngp 
is obvious. Not only do controls on out- 
flows spawn black markets and cut off the 
country concerned from inflows but, in 
the current global turmoil, merely. men- 
tioning the topic could encourage' Inves- 
tors to take their cash out while they still 
have a chance. 

Inflation-linked bonds 

Deflation is the new investment bogey- 
man: overheating, is yesterday’s story. It 
seems a strange time, then, for France to 
be dipping Its toe in the water as the first 
euro-zone issuer of inflation-linked bonds. 
After all, governments have traditionally 
resorted to these when inflation was a 
pressing concern. But the current growth 
outlook suggests falling inflation and 
interest rates - a recipe for preferring 
nominal bonds. 

For all that, yesterday’s auction got off 
to a good start - no surprise, perhaps, 
given the small size of the issue and the 
government's desire not to scare off nov- 
ice investors. But for long-term holders, at 
least, there is also a respectable invest- 
ment case. After all, the 3 per cent real 
yield offered compares with a 4.15 per 
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cent yield an conventional French bonds. 
Subtract in a small risk premium and the 
somewhat optimistic implication is that 
in fl a ti on win average under 1 per cent 
over the next 10 years. 

Europe's ageing population - and the 
associated growth to the pensions indus- 
try - may encourage more inflation- 
finked issuance. Pension funds need to 
match real liabilities with real assets. 
Investors would also be right to worry 
that countries with large unfunded pen- 
sions liabilities might be tempted to suc- 
cumb to inflation. For these reasons, infla- 
tion-linked bonds should not suffer for 
want of demand, and other EU issuers 
will surely follow France's example. 

Thomson-CSF 

When is a provision anything but excep- 
tional? When it features in Thomson-CSF 
results. There has been an annual provi- 
sion averaging nearly Fribn ($l75m) In 
the- French defence group for most of this 
decade, largely the result of acquisitions. 
So yesterday's announcement of more 
provisions to come, potentially taking the 
company into the red for 1998, was hardly 
a shocker. The hope is that this time it 
will include strong action on headcount. 
This needs to fall, probably by as much as 
10 per cent, if Thomson-CSF is to enjoy 
the fall synergies of its latest : reorganisa- 
tion, which reduced the state's holding to 
40 per cent and brought in Alcatel, Das- 
sault Industries and Aerospatiale as new 
core shareholders. If the company lutes 
the bullet on jobs, some analysts reckon 
Thomson- CSF’s latest transformation 
could reduce its cost base by around 
Frt.Sbn. 

One look at Thomson's operating mar- 
gins w piaira how valuable thin would be. 
At 5.8 per cent for the half-year, they are 
roughly half those of the UK's GEOMar- 
coni, although some of the gap is in part 
due to Thomson’s high research and 
development spending. 

But if Thomson does not score high on 
margins or earnings visibility, at least 
yesterday's results showed a virtually 
static order book - reassuring when 
domestic defence budgets are shrinking. 
Throw in an Improved cost base and 
Thomson-CSF would be well-placed to 
play a central role in the restructuring of 
Europe's defence industry. 


Tehran appeals to UN as it vows to protect Shia in Afghanistan 


By Mark Huband In Tehran 

,«*!»»» — — mmmm am ma tmmmmmmm mm ■ 

Iran’s supreme leader yesterday put 
Its half-miillo n-strong armed forces 
on alert to intensify pressure on 
Afghanistan's Taliban mflttta to halt 
its military campaign. 

Ayatollah All Khamenei ordered 
Iran's army and Revolutionary 
Guard to prepare to defend Iran 

agalna* Tnlihan forces, which Tran 

regards as a threat to its Islamic 
government, despite there being no 
hint that the Taliban plan to attack 
Iran. 

1 Mr Khamenei said* “On file one 
hand the issue is of humanitarian 
concern for us ... on the other hand 
it has an Islamic side, and this . 
relates to [our] sense of obligation. 
The issue also ha« a political a nd 
national aspect and this implies 
averting any danger for the nation.** 
The Taliban on Sunday seized 
Afghanistan 's main Shia Moslem 
stronghold of Bamiyan. Shia Iran 
accused the S unni Moslem Taliban 

Of aimmittip g. gpnrv-j fift a gaimri: the 

Shia and has railed on the United 
Nations to prevent further slaughter. 
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Europe today 

Much of Scandinavia vv3l be cloudy 
and wet os low pressure continues 
to dominate, although Denmark will 
have sunny spells and showers. 

Low pressure in Eastern Europe 
win bring outbreaks of nun or 
showers, some accompanied by 
thunder. The Bahans and the 
Mediterranean wUI be mostly dry 
and sunny. Central Europe will 
have rain. Western Europe will 
have sunny spells and showers. 

The Iberian Peninsula will be 
mostly dry and sunny but there vnH ji- 
be a few showers In the north. 

Five-day forecast. 

Western Europe writ have rain 
t omorrow but the weekend will 
became sunny with overnight fog. 
Scandinavia wiR have rain until Iho 
end of the week but thes will clear 
by Sunday night. The Eastern 
Mediterranean will have thunder- 
storms which wifi break out further 
west on Sunday. 
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The arrival in Tehran oh Monday 
of the bodies of seven of nine Iranian 
diplomats and an Iranian journalist 
killed by Taliban troops' In the north- 
ern Afghan town of Mazar-i-Sharif 
on August 8 has brought calls in 
Iran for the deaths to be avenged. 

Up to 704)00 Iranian troops con- 
ducted military manoeuvres along 
the Afghan border last week in 
response to the killings- Iran is now 
planning to send 200,000 troops to 
the border region to conduct mili- 
tary manoeuvres from September 23. 

Iran's Revolutionary Guard yester- 
day said It would act to . defend 
Afghans targeted by the Taliban. 

“The Taliban criminals and their 
backers should - know that the 
Guards are ready to take the 
revenge of the oppressed by revolu- 
tionary force,” it. said. The army said 
it would “conduct any missions any- 
where and under any circum- 
stances” to carry out Ayatollah Kha- 
menei’s orders. . 

In spite of the troop build-up, how- 
ever, the government is extremely 
reluctant to become involved in a 
military conflict with the Pakistan- 


backed Taliban. Instead, it is hoping 
that pressure via the UN will 
encourage Pakistan to force the Tali- 
ban to moderate its policies. 

According to Konstantin Shuva- 
lov, Russian ambassador to Iran, 
Iran's moves should not be taken as 
a threat. “It should be seen within 
the context of their political steps 
which are addressed, primarily, to 
the audience irwi^o Iran. Of course 
it’s a sort of face-saving manoeuvre 
to keep Iranian prestige abroad. But 
I don't flnri any sign of Iran’s prepa- 
ration for military action, or any 
sign of their preparations to be 
involved in any kind of conflict.” he 


A senior Iranian official acknowl- 
edged yesterday that the pressure 
for action by Iran's government 
stemmed from the realisation of how 
naive Iran’s foreign policy has been 
in refusing to accept the fact of Tali- 
ban power.. “Many people believe it 
was a bad policy because if you are 
involved in Afghanistan you can't 
ignore the Taliban. And the mood 
now is not going towards favouring 
war against them.” 


Boost for Hong Kong as $8bn 
rail project is given go-ahead 


By Lotte Lucas In Kong Kong 

Hong Kong gave the go-ahead 
yesterday to a HK$84bn (US$K25bn) 
rail project, bucking the trend of 
stalled projects across Asia and giv- 
ing a potential boost to the belea- 
guered economy. 

[ The approval for the West Rail 

i project, which will serve the more 
remote and rural New Territories, 
comes four years after it was first 
proposed. The protracted haggling 
that dogged the project means it will 
now be seeking funds and relying on 
property revenues in a bear market 
However, it is also a rare glimmer 
of light for the depressed Asian 
infrastructure industry. With a few 
exceptions - Hong Kong’s own 
recently completed USCObn airport 
and linking railway project being 
one - the sector has been more nota- 
ble for projects scrapped than bufit 
Among the ambitious projects 
which have been mothballed by the 
Asian financial crisis are the 


US$3.15bn Bakun Dam in Malaysia 
qn d the $3.7bn rail and road system 
In . Bangkok, the Thai capital. 

Many developers and financiers 
are shunning Indonesia, one of the 
worst hit regional. economies: Hope- 
well Holdings of Hong Kong yester- 
day became the latest to suspend 
work on an Twrlnnaariaii power proj- 
ect, issuing a force majettre notice. 

By contrast, Hong Kong is forging 
ahead with its infrastructure devel- 
opment. Nicholas Ng, secretary for 
transport, said the West Rail project 
would create some 13.000 jobs in the 
next few years. Unemployment In 
Hong Kong Is at a 15-year high of 4 A 
per cent and the construction sector 
is among the worst affected. 

The project Is also seen as a means 
of kick-starting development in the 
north western New Territories, 
which is now home to more than lm 
residents. The government plans to 
build up the area, increasing hous- 
ing and services for the territory’s 
swelling population. 


For the Kowloon-Canton Railway . 
Corporation, which, is mastermind- / 
mg development of the 30.5km elec- * 
trifled railway, the go-ahead means 
it can activate plans that were bur- 
led by Sino-British squabbling in the 
run-up to the handover of sovereign- 
ity in July last year. 

Beijing, whose approval on the 
project was required as it straddled 
the colonial administration and Chi- 
na’s resumption of sovereignity, 
quibbled over the costs. 

The delays mean that the KCRC 
will now be tapping the markets for 
HKS25bn at a time when banks have 
reined in their lending in Asia, and 
borrowing costs have risen. 

Yeung Kai-yin. chairman and chief 
executive or the KCRC. agreed the 
funding costs may be higher. “That's 
why I have plans to go on the first of 
a series of financial roadshows next 
month,” he said. “I am going to New 
York to spy out the tie of the land.” 

Borrowing costs grow, Paige 8 ^ 
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rejects cut in interest rates 

dollar fell against the D-Mark on new signs 
that Germany would resist any interest rate cuts 
made by the US. Hans Tietmeyer, Bundesbank 
president, said he could see “no reason” to 
relax monetary policy, quashing hopes that Ger- 
many would join any move by the G7 nations to 
cut rates. Page 31; Lex, Page 20 

San Miguel scales back ambitions 

San Miguel, the Philip- 
pines food and bever- 
ages conglomerate, 
has signalled a curtail- 
ment of Its international 
ambitions by announc- 
ing it was holding talks 
over the future of its 
overseas operations. 
The move is a further 
shift in strategy since 
the return in July of 
Eduardo Cpjuangco 
(left) as chairman. San Miguel said it was talking 
to several foreign brewers on forging alliances 
in its overseas beer operations. Page 22 

France issues inflation-linked bond 

France yesterday became the first euro-zone 
country to issue Inflation-linked bonds, in its lat- 
est attempt to put itself forward as the bench- 
mark Issuer after European monetary union. The 
10-year FFr24bn ($3.96bn) bond equals Italy's 
10-year bond as the largest Bum-denominated 
transaction this year. Paige 30; Lex, Page 20 

Five-year plan for Silesian coal 

Poland's five-year coal restructuring plan fore- 
sees the loss-making producers in the southern 
region of Silesia returning to profit within three 
years. The producers are to shed 105,000 jobs 
and coal production is to be cut from 137m 
tonnes to about 110m tonnes a year. Page 32 

Spanish internet users win rate cut 

A protest by internet users in Spain has 
prompted an offer of reduced rates from Tele- 
fonica, the telecoms group. The new rates fol- 
lowed talks with the internet Users’ Association, 
which backed a “strike” to boycott services in 
protest against increases in tariffs. Page 26 
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Moody’s lowers Romanian rating 

Moody’s, the US credit rating agency, has 
downgraded Romania's external debt because 
of concern about the recession-hit country's 
economic performance. The agency cut the 
ceiling for Romanian foreign currency bonds 
and notes from Ba3 to B1. Page 30 

Long road back for Argentina 

Argentina's stock market has raiGed strongly, 
with gains In the past few days helping to wipe 
out a 13 per cent fall on Thursday last week. 
But the market is still more than 50 per cent 
lower than at the start of the year. Page 42 
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Thomson-CSF warns of losses 

Shake-up in face of tougher competition may push French defence group into red for 1998 


Cummins 
slips 17% 
on revenue 


By Davfd Owen ro Parte 


Thomson-CSF. the French 
defence electronics group, yes- 
terday announced a restructur- 
ing that could push it into loss 
this year. 

The company, which this 
year reverted to majority pri- 
vate ownership after 16 years 
of state control, said moves to 
combine businesses following 
the reorganisation would 
result in as yet un quantified 
costs for 1996. Details are not 
expected for some weeks. 

Further restructuring is 
planned as the company feces 
tougher competition in the fast 
consolidating European 


defence and aerospace sectors. 

Depending on the scale of 
provisions and charges, it said 
it “could report a net consoli- 
dated loss for fiscal 1998". It 
wonld not say where the provi- 
sions would come from. 

Thomson-CSF shares 
climbed FFr3.20. or 1.6 per 
cent, to FFr203.20 yesterday, 
compared with a marginal 
decline for the benchmark 
GAC 40 index. 

This has been a landmark 
period for Thomson-CSF, 
whose return to the private 
sector was part of a reorgani- 
sation of the French defence 
sector instigated by the Social- 
ist-led Jospin government last 


October. Alcatel, the telecoms 
group. Dassault Industries and 
Aerospatiale, the state aero- 
space group which is itself 
poised for privatisation, have 
become core shareholders. 

As of September 14. their 
shareholdings were respec- 
tively 15.8 per cent, 5.8 per 
cent and 2L9 per cent. State- 
owned Thomson SA remains 
the biggest shareholder with 
40 per cent Staff hold 1.5 per 
cent and 32.9 per cent is pub- 
licly traded. The French state 
holds a direct stake of oiie spe- 
cial share. 

The reorganisation is widely 
seen as a precursor to alli- 
ances with defence companies 


from other European countries 

such as the UK's General Elec- 
tric Company. 

Since January, Thom- 
son-CSF has been under tbe 
leadership of Denis Ranque. 
chief executive. More top man- 
agement appointments are 
expected soon. 

The announcement came as 
Thomson-CSF reported a sharp 
downturn in first-half net 
attributable profit from 
FFr55 Lm ($96.5m) to FFr275m. 
It blamed a higher tax charge 
and the lack of a contribution 
in the latest period from 
STMicroelectronics. It sold its 
17.2 per cent stake in the Fran- 
co-Jtalian semiconductor man- 


ufacturer last September for 
Si^Sbn. 

Operating income was static 
at FFr923m. against FFrfwam. 
as were revenues at FFrl6.5bn 
against FFrl6.4bn. The order 
backlog as at June 30 stood at 
FFr72. 3bn. down from 
FFr72. 9b n. The company said 
its net cash position of 
FFr6.1bn offered "financial 
leverage in coming interna- 
tional reorganisations”. 

The figures are the last to 
provide a snapshot of the “old 1 ' 
Thomson-CSF. Second-half 
results will reflect the impact 
of the restructure. 
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Rhone-Poulenc and Hoechst 
hit by problems at Centeon 


By Tracy Corrigan in New York 


Shares in Rhdne-Poulenc and 
Hoechst the French and Ger- 
man life sciences groups, fell 
yesterday when it emerged 
that US production at their 
troubled Centeon blood prod- 
ucts joint venture had been 
halted. 

Cent eon’s manufacturing 
facility at Kankakee, Illinois, 
was shut down about a month 
ago, after inspections by the 
US Food and Drug Administra- 
tion, the regulatory agency. 
However, the companies made 
no official announcement until 
yesterday alter market 
rumours prompted a fell in the 
price of their shares. 

Hoechst and Rhone-Poulenc 
are both listed on the New 
York Stock Exchange, as well 
as in their respective home 
markets. Yesterday, Rhdne- 
Poulenc closed down FFr23, or 
8.55 per cent, in Paris at 
FFr246.10, after felling as low 


as FFr238.40 at one stage. 
Hoechst shares fell DM2 in 
F rankfo rt before recovering to 
close at DM72L25, up DM0.15 on 
the day. 

In a letter to Centeon’s chief 
executive officer, Ruedi Wager, 
dated August 13, tbe FDA 
wrote that its investigators 
had “documented numerous 
deviations" from its regula- 
tions. 

The letter said: “Although 
FDA is permitting a limited 
distribution of Centeon’s medi- 
cally necessary products, FDA 
has grave concerns . . . about 
Centeon 1 s ability to continue 
to ensure that these products 
are safe and effective." 

The company had “failed to 
comply” with a consent decree 
Issued in January 1997 and had 
“violated the law”. The FDA 
did not require a total shut- 
down, but did require a halt in 
production of some products. 

However Rhone-Poulenc said, 
yesterday Centeon decided to 


shut the US facility completely 
“for a limited period of time”. 
Rhone-Poulenc said it was con- 
tinuing discussions with the 
FDA “on corrective actions 
and avoidance of a market 
shortage of its products which 
are medically necessary”. 

At the time of going to press, 
no comment was available 
either from Centeon or from 
Hoechst 

Centeon, which produces 
blood products for treating 
haemophilia and promoting 
the healing of surgical 
wounds, had some blood 
plasma products recalled In 
1996. The FDA's January 1997 
consent decree required fol- 
low-up inspections for more 
than four years. 

Earlier this year. Astra USA, 
the American arm of the Swed- 
ish drugs company, sued Cen- 
teon for failure to supply Intra- 
venous multivitamin products 
as contracted, resulting in 
sales losses for Astra. 



warning 

By Richard Tomkins In New York 

Shares in Cummins Engine, 
the world's biggest maker of 
large diesel engines, plunged 
17.25 per cent to S35’> in early 
trading yesterday after the 
Indiana company warned of a 
sales slump caused by the tur- 
moil in global markets. 

It said third-quarter reve- 
nues would be about 7-10 per 
cent below the second-quarter 
figure because of lower- than- 
expocted sales in Asia, worsen- 
ing sales in Latin America, 
and a downturn in agricultural 
markets worldwide. 

Jim Henderson, chairman 
and chief executive, said: 
"Recent economic news 
around the world is causing us 
to reassess our near-term busi- 
ness prospects in key interna- 
tional markets. 

“Revenues associated with 
Asia appear to have fallen fur- 
ther from the depressed levels 
of the first half of the year. 
Worldwide agricultural mar- 
kets are weaker than we antic- 
ipated. and we are also seeing 
a slowdown in our Latin Amer- 
ican markets." 

On Monday, Deere, the 
world's biggest farm machin- 
ery maker and a small buyer 
of C ummins engines, warned it 
would report lower profits for 
its fourth quarter to October 
because of falling sales of agri- 
cultural equipment 

Demand for agricultural 
machinery has fallen because 
farmers have been hit by the 
global slump in commodity 
prices - in turn, resulting from 
Asia's economic downturn and 
bumper crops in North Amer- 
ica. 

Cummins warned that a 
recent revamp of its product 
range had brought higher- 
than-expected start-up costs, 
hitting gross profits. 

This summer, Cummins con- 


Three Norwegian banks in $3.6bn merger 


By Tim Burt In Stocktioim 
and Valeria SkBM ta Oslo 


Christiania Bank, Norway’s 
second largest lender, yester- 
day unveiled a three-way 
merger with rivals Fokus Bank 
and state-controlled Post- 
hanken to create the country’s 
biggest financial services 
group valued at up to NKr28bn 
($3.6bn) 

The all-share transaction, 
after several months of talks 
between the lenders, will give 


the enlarged bank a 20 per 
cent market share in retail 
banking with combined assets 
or NKi303bn and 2£m private 
customers. 

In terms of assets and oper- 
ating income, it will be Scan- 
dinavia's seventh largest bank. 

The transaction is the latest 
In a wave of consolidation 
sweeping the Nordic banking 
market, and it is one of the 
first large-scale mergers 
involving Norwegian financial 
institutions. 


Industry analysts suggested 
the deal could increase pres- 
sure on Den norske Bank, 
Christiania’s bigger rival up to 
now, to pursue consolidation. 
Earlier this year the govern- 
ment intervened to block 
DnB’s NKr2bn takeover of 
Trondheim-based Bolig og 
naermgsbanken, the mortgage 
lender, amid concerns at the 
polarisation of the financial 
services industry in Oslo. 

Under the terms of yester- 
day’s deal the new group will 


be based in Trondheim, the 
small west coast city where 
Fokus Bank has its headquar- 
ters. Investment bankers said 
the Norwegian parliament 
would not have sanctioned the 
deal without an agreement to 
locate the group outside Oslo. 

Christiania was advised by 
Credit Suisse First Boston, 
Fokus Bank by JF Morgan and 
Postb anken by Morgan Stanley 
Dean Witter. 

Although it was presented 
yesterday as a merger, Christi- 


ania will end up with 61.1 per 
cent of the bank, against 19.2 
per cent for Fokus and 19.7 per 
cent for Postbanken. 

The government, which will 
initially be tbe largest share- 
holder, has announced plans to 
reduce its stake in Christiania 
from 51 per cent to 33 per 
cent 

About 900 staff are expected 
to lose their jobs out of a com- 
bined workforce of 6,800. 

Observer, Page 19 


finned plans to cut 1,000 jobs, 
or 4 per cent of the workforce, 
over the next 12 months, in 
addition to other job cuts in 
recent years. 

Yesterday the company said 
this restructuring would bring 
a pre-tax charge of SllOm in 
the third quarter, and a fur- 
ther $35m would be allocated 
to reserves because of a 
change In the method of esti- 
mating product warranty 
costs. 

Mr Henderson said the com- 
pany was making intense 
efforts to improve its profit 
margins by cutting costs, and 
that full details of the planned 
restructuring would accom- 
pany its third-quarter results. 



Turning the equity risk 
premium upside-down 


“Bond markets retreated on 
Monday,” said an FT report 
yesterday, "driven largely by 
tbe rebound in equity prices". 
This reaction was made to 
seem natural but it is really 
rather unusual in Western 
financial markets that bonds 
and equities should move in 
opposite directions. The 
theory, after all is that bonds 
and equities are linked by a . 
reasonably consiste n t risk 
premium, or expected excess 
return on equities. 

Certainly the risk premium 
has become very unstable In 
recent weeks and opinions 
about Its future level differ 
widely. An update on the 
historical picture in the UK 
markets comes from the latest 
edition of Long Term Stati st ics 
from the consulting actuaries 
Watson Wyatt. 

This shows an excess of 
equity over long gilt returns of 
5J) per cent annualised over 
the 20-year period to end-1997. 
During the previous 20 years, 
up to 1977, real returns in both 
markets were on average 
much lower, but tbe gap 
between them was much the 
same at 7.2 per cent 

Normal actuarial 
expectations involve a much 
lower risk premium, at 
perhaps 2-3 per can It is 
considered that unanticipated 
inflation has distorted the 
long-term returns in favour of 
equities. 

The historical evidence cm 
vary widely, however. 


depending on the starting 
point In the 1990s UK equities, 
with an average annual total 
return of 13.1 per cent, have 
Just been overtaken by long 
gilts, which have delivered a 
corresponding 13.7 per cent In 
Japan, of course, the measured 

risk premium has turned 
much mare seriously negative 
in the 1990s, with equities 
underperforming bonds by an 
extraordinary 16 per cent a 
year, on average. 

The London actuarial arm of 
Price wate rhouseCoopers has 
just polled a dozen big UK 
pension fund managers for 
their views (unattributed) on 
the equity risk premium over 
the next 15 years. Seven 
adopted the consensus view of 
2-3 per cent, but there were a 
number of outliers. Two 
bullish houses opted for 
historical levels of between 6 
and 8 per cent. There were 
also, suitably enough, three 
bears; they pitched their 
estimates at between phis and 
minus 1 per cent 

If the lwiding management 
groups have such strikingly 
different views on bond and 
equity returns you might well 
wonder why their clients' 
portfolio asset allocations look 
so similar. Their own business 
risks are clearly a factor. But 
it is worth noting that the 
recent shifts in UK pension 
fond portfolios, involving some 
£6bn ($9-9bn) moving Out of 
equities and index-linked gilts 
in the April-June quarter Into 


fixed interest bonds and cash, 
have proved timely. Mostly 
this is likely to have reflected 
liability-driven 
rebenchmarking, however, 
rather than investment 
judgments as such. 

Bonds have greatly 
outperformed since equities 
peaked some two months ago 
- establishing a Japanese-style 
pattern of thought that what is 
good for equities is bad for 
bonds, and vice versa. The 
bearish firnd managers now 
assume that corporate profits 
will be demolished as wages 
t ake a bigger share of national 
income. Meanwhile stock 
market analysts are slashing 
their 1998 earnings projections, 
yet are apparently not yet 
willing to admit that prospects 
are crumbling for 1999 as well. 

But to be pessimistic over 
the next 15 years you must 
believe that something more 
persistent is happening than a 
profits problem. Indeed, there 
would surely have to be 
unanticipated deflation that 
would distort equity and bond 
returns in the opposite way to 
what happened in the postwar 
environment. 

Mike Lenhoff of Capel-Cure 
Myers points out that 
Japanese equities now yield 
more than 10-year JGBs. This 
may only be true because the 
Japanese government is 
buying in its paper. But we 
will an have to think very 
carefully about the financial 
economics of deflation. 


Fact #12 

The linn that manages 
over Si 50 billion 
in assets worldwide, 
manages $40 billion 
in the UK. 


And that's just the beaming. Located around the world, 
over 200 investment professionals in our portfolio 
management teams are responsible for asset allocation, 
sector and specific security selection and portfolio 
construct! onThe fact is dear The firm is Goldman Sachs. 


Goldman Sachs Asset Management 
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BR EW ING T A LKS W ITH F OREIGN GROUPS SIGNAL CURTAILMENT OF OVERSEAS AMBITIONS 


San Miguel in alliance talks 


By Tony Tassel! 
In Manila 


San MlgueL the Philippines 
food and beverages conglom- 
erate, has signalled a 
curtailment of its interna- 
tional ambitions by announ- 
cing it was in talks with for- 
eign beermakers over the 
future of its overseas 
operations. 

The move is a further shift 
in strategy for the ailing 
group since the return in 
July of Eduardo Cojuangco 
as chairman. Mr Cojuangco 
is a leading figure in the Phi- 
lippines business community 
and a former crony of Ferd- 
inand Marcos, the country’s 
deposed president. 

San Miguel said it was 
talking to several foreign 
brewers on forging alliances 


in its overseas beer 
operations. It stressed, how- 
ever, that the talks were at 
an exploratory stage. 

No companies were named 
but a local newspaper 
suggested they included 
Anheuser Busch of the US. 
Carlsberg of Denmark and 
Heineken of the Nether- 
lands. 

San Miguel’s overseas 
activities were built up over 
the past few years as part of 
a plan to diversify outside 
the Philippines, where the 
group is the dominant local 
brewer. Its foreign 
operations are believed to be 
loss-making and to have 
been hit by the Asian 
economic crisis and an 
overcrowded market in 
China. 

San Miguel has three 


breweries in mainland 
China, one in Hong Kong, 
one in Vietnam and one in 
Indonesia. The local newspa- 
per suggested the company 
had estimated the combined 
value of the four Chinese 
operations at $600m. 

However, Andrew Long, 
analyst with brokers Vickers 
Balias, said this seemed 
unlikely. The Hong Kong 
operation, which is listed, 
had seen its market capital- 
isation fall from about $l50m 
last year to about S33m, he 
said. 

The stock market wel- 
comed news of the talks. San 
Miguel's widely traded 
B-shares rose 1.50 pesos, or 
3.5 per cent, to 45 pesos on 
expectations of stemmed 
losses from the overseas 
operations and the raising of 


funds from any disposal. 

Mr Long said it might not 
be the best time to strike a 
deal on the overseas activi- 
ties given the overcrowded 
market in China and uncer- 
tainty over the Chinese and 
Hong Kong currencies. 

Other analysts said the 
talks signalled Mr Coju- 
angco's intention to localise 
San Miguel's operations and 
build a warchest to take pur- 
sue acquisitions. Last month 
San Miguel announced the 
sale of its 45 per cent stake 
in Nestle Philippines for 
29bn pesos ($662m). 

Paribas Asia, the broker, 
estimates that after San Mig- 
uel receives the final pro- 
ceeds from the Nestle sale in 
November, it will have a 
gross cash pile of about 57bn 
pesos. 



Optus stock 
listing planned 


ByRtmsU Bafcar ft! Sydney 


Eduardo Cojuangco: intends to locs&se group's operations 


Speculation grows on new lay-offs at HK Telecom 


By Louise Lucas 
In Hong Kong 


Hongkong Telecom, the 
territory’s dominant carrier 
and one of its biggest 
employers, has baulked at 
union requests to clarify 
reports that it was planning 
more lay-offs, fuelling 


speculation that a further 
round of redundancies is 
pending 

The Hong Kong Telecom 
Employees' Union called for 
clarification yesterday, cit- 
ing reports that the company 
was planning up to TOO lay- 
offs and would also cut the 
wages of another 5,000 


employees by 10 per cent 
before the year-end. 

Hongkong Telecom said it 
would not respond to the 
union's request, as It did not 
comment on speculation. 

However, analysts say 
further cuts are likely as the 
company prepares for full 
competition from January. It 


has already shed employees: 
in July it said it would lay 
off 270 managerial staff as 
part of plans to prepare for 
further liberalisation in the 
telecoms market next year. 

The cots also reflect the 
downturn in Hong Kong, 
where the economy is fore- 
cast to shrink 5 per cent this 


year and unemployment is 
at a 15-vear high of 4.8 per 
cent 

WhiLe job cuts have 
largely been in construction, 
retail and hotels and invest- 
ment banking - a prolific 
user of telephones - other 
businesses have also suf- 
fered. Yesterday, Nikko 


Hong Kong became the lat- 
est casualty in stockbroking, 
laying off some 80 per cent 
of staff. 

Travelers of the US and 
Nikko Securities, which 
have formed a strategic alli- 
ance. have set up a prepara- 
tion committee to discuss 
possible synergies. 
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May lie Nickless, the 
Australian healthcare and 
logistics group. Is hoping to 
complete the sale of . its 25 
per cent stake In Cable & 
Wireless Optus via a stock 
market listing of the coun- 
try's second largest telecom- 
munications group within 
the next few months. 

Despite the worldwide 
slump on equity markets. 
Bob DalzieL managing direc- 
tor, expressed confidence 
yesterday that “listing of 
Optus will take place as soon 
as practicable and within 
this calendar year”. 

The public float will pro- 
vide the opportunity for 
Cable and Wireless, the UK- 
based telecoms group which 
owns 49 per cent of Optus, to 
lift its stake above 50 per 
cent. 

Mayne shares surged 6.1 
per cent to AS9.G2 on Mr Dal- 
ziel's assurances that the 
long-delayed float of the tele- 
phony and pay-television 
group was finally set to pro- 
ceed. barring another stock 
market plunge. The float 
was first proposed in 1996. 

Mayne, which reported a 
56 per cent slide in net profit 
to A$4-L23m (US$26. 6m) for 
the year to June 30. also 
revealed that it was selling 
its Australian Road Express 
businesses to local transport 
company Toll Holdings. 

The company will transfer 
from the Australian Stock 


Exchange's Transport sector 
to the Healthcare and Bio- 
technology sector of the All 
Ordinaries Index. 

When Mayne divests its 
Optus stake, healthcare 
operations will represent 
about 70 per cent of funds 
employed and more than 50 
per cent of group profit. 

Mayne's drop in bottom- 
line earnings was due to 
abnormal net losses of 
A$87.5m which included a 
A$24.9m provision for inter- 
est costs associated with 
holding its Optus stake and 
a A$28Bm provision cover 
ing the proposed sale of Aus- 
tralian Road Express. 

Mr Dalziel said Optus had 
been through great change 
in the past two years and 
“the prerequisites to a list- 
ing have an been addressed”. 

Last month Optus 
reported a AS95m net loss in 
the year to June 30 com- 
pared with a A$667m lass 
previously. 

Mayne Nickless intends to 
offer its own shareholder 
the opportunity to purchase . 
on a pro-rata basis the bulk ' 
of the 25 per cent Optus 
stake. Excluding abnormals, 
Mayne managed a 14 per 
cent rise in profits to 
AS132XD. 

Mr Dalziel said "we expect 
to see the tighter trading 
conditions continue” how- 
ever Mayne's current busi- 
ness plans "envisage con- 
tinuing Improvement in 
group profitability". 


Ford sees itself 
as best for Kia 


By BJ Lm In Seoul 


Ford Motors of the US says 
it is stm the most suitable 
candidate to take over South 
Korea's bankrupt Kia Motors 
even though it has dropped 
out of the race to acquire the 
company because of Kia's 
huge debts. 

In a letter to Kia, Korea's 
third -largest carmaker, Ford 
said tt had "the best posi- 
tion” to resolve the problems 
.at -Kia. a Kia spokesman 
said. •• • . 

Along with' three Korean 
carmakers - * Samsung. 
Hyundai and Daewoo - Ford 
bid in the unsuccessful first 
round of the auction to sell 
Kia and its truck-making 
affiliate Asia Motors. How- 
ever on Friday the US car 
giant, which holds a 17 per 
cent stake in Kia together 
with its subsidiary Mazda 
Motors of Japan, said it 
would not take part in the 
second-round auction 
because of nearly 
Wonl2,000bn ($8.6bn) of 
debts at the two companies. 

After the four bidders 
were disqualified in the first- 
round auction for asking for 
too much debt write-offs, Kia 
creditors eased auction 
terms in the second round, 
offering to write off 
Won7,860bn of debts, includ- 
ing Won2,900bn of principal. 
However Ford said the write- 
offs were not big enough to 
make Kia salvageable. 


Kia and Asia Motors are 
being sold together although 
the successful buyer will be 
expected to sell off the truck- 
maker to a third party later. 
Bids for the second round 
will dose on September 21 
with the winner announced 
on September 29. 

Analysts and officials said 
Ford's remarks showed its 
intention to maintain its 
stake in Kia whoever 
acquires the company. 

Samsung, Korea's second- 


largest conglomerate with a 
struggling new^carmaking 


unit, is seen as the strongest 
contender. In the first round. 
Samsung bid the highest 
amount of WonlJSObn, fol- 
lowed by Daewoo's 
Wonl.llOtin. Hyundai and 
Ford bid below the minimum 
bidding price of WonLlOObn. 

If Samsung fails to win 
Kia. its debt-stricken car 
unit is likely to be phased 
out in a sweeping industrial 
reorganisation of top con- 
-glomerates pushed by the 
government to enhance the 
country's competitiveness. 

Korea's top five conglom- 
erates, including- Hyundai, 
Samsung and Daewoo, 
recently agreed to restruc- 
ture the car industry in case 
the Kia auction is aborted 
again. In that case, only 
Hyundai and Daewoo, 
Korea’s largest and second- 
largest car makers are expec- 
ted to remain with Samsung 
and Kia absorbed by them. 


Chinese bank sees 


mortgage growth 


By Peter Martegnon, 
Asia Editor 


China Construction Bank, 
one of the country’s top four 
commercial banks, expects 
its residential mortgage port- 
folio to grow sharply as Chi- 
na’s housing market reforms 
come into effect, said Zhou 
Xiaochuan, its new presi- 
dent. 

Mr Zhou, recently 
appointed to head the Con- 
struction Bank after a career 
which included a spell as 
deputy governor of the cen- 
tral bank, said he expected 
mortgage lending to account 
for between 10 and 20 per 
cent of assets over the 
medium term. 

At present, mortgage lend- 
ing accounts for only about 
RMBlObn ($1.2bn) out of 
total assets of RMB2,300bti_ 

Western economists 
believe mortgage-lending by 
Chinese banks could provide 
a new and profitable source 
of business which would 
help offset some of their 
losses on lending to large 
state enterprises. 

Housing reform, which is 
expected to stimulate con- 
sumer spending, is seen as a 
means of pulling the Chinese 
economy out of its present 
deflationary weakness. 

But Mr Zhou said the pace 
at which mortgage assets 
grow in the banking system 
also depended on progress 
with the reforms, which had 
gone more slowly than 


expected. This was partly 
because of uncertainty over 
what level of housing subsi- 
dies would remain after the 
reforms. 

According to Mr Zhou, the 
Construction Rank was well 
placed to move ahead with 
mortgages because of its tra- 
ditional areas of operation, 
but it was becoming less, 
keen on infrastructure lend- 
ing. which already 
accounted for a large propor- 
tion of its assets. 

The bank was also closing 
offices in remote rural areas 
" which are a focus of gov- 
ernment efforts to revive 
economic demand - and con- 
centrating on urban areas 
with good lending opportuni- 
ties. he said. 

Though interest margins 
had narrowed sharply this 
year, the bank's pre-tax 
profit should at least match 
last year’s RMB2J5bn, struck 
after provisions of RMBlObn. 

Non-performing loans, 
which affected both lending 
to state enterprises and pri- 
vate-sector companies, were 
continuing to grow but at a 
slower pace, Mr Zhou said. 

China International Capi* 
tal Corporation, the Con- 
struction Bank's joint ven- 
ture with Morgan Stanley of 
the US. reported net profits 
of S28m last year after only 
breaking even in 1996. This 
was mainly due to income 
from share issues, notably 
by China Telecom in the 
autumn. 
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BANKING RETAIL GROUP REPORTS TRADING LOSS OF $330m SO FAR I N CURRENT QU ARTER 

BankAmerica issues warning 


By John Aofters 
it New York 


BankAmerica. the largest US 
retail bank, yesterday 
warned about profits for the 
current quarter, blaming the 
turbulence in international 
markets for a trading loss of 
S330m so far in the three 
months. 

The figure followed the 
bank's estimate that it bad 
taken a trading loss of $200m 
in the months of July and 
August, and disappointed 
Wall Street analysts by 
Implying that It was suffer- 
ing difficulties in September. 

In the second quarter of 
this year, it made a trading 
profit of $119m, while in the 
first it made 8281m. 

Derek Sword, bank analyst 


at Keefe Bruyette & Woods 
in New York, said: “The 
trading losses are most dis- 
appointing. Small things 
keep rearing their ugly 
heads." 

The announcement contin- 
ued the trend of the past few 
weeks, which has seen all 
the large international US 
banks announce serious 
trading hits, primarily as a 
result of the Russian eco- 
nomic crisis. 

However, BankAmerica 
confirmed It would complete 
its merger with NationsBank 
of North Carolina, which is 
due to take place at the end 
of this month and will create 
a group with assets of more 
than S579bn. 

The bank said it still 
expected after-tax profits “in 


excess of 8500m" for the 
third quarter, because of 
continuing strength in its 
consumer banking business. 

However, the bank had 
become increasingly reliant 
on income from fees, rather 
than interest, for its 
earnings growth, and the 
$500m forecast implies a 
serious fall from the S89Qm 
net profits it recorded for the 
quarter which ended in 
June. 

Apart from the S330m loss 
in net trading income for the 
quarter so far, the market 
turbulence has also hit its 
income from equity invest- 
ment, which is down from 
$125m in the second quarter 
to S30m so far in the third 
quarter. 

The Interest income it has 


generated from purchasing 
and then holding securities 
has also suffered, recording 
a loss of Siam in July and 
August. This business had 
earned it 853m in the second 
quarter. 

BankAmerica and Nations- 
Bank shareholders will vote 
on the merger on Thursday 
next week, with a plan to 
complete it a few days later. 
NationsBank, which has 
much less international 
exposure than BankAmerica. 
also reiterated that it was 
committed to the deal. 

Both banks' shares suf- 
fered on heavy volume. 
While most banks were up 
more than 1.5 per cent. 
BankAmerica slipped SI A to 
$6214, while NationsBank 
was down at $55%. 



David Coulter, chief executive: NationsBank merger confirmed 


Philip Services’ investors in lawsuit 


By Scott Morrison in Toronto 

Investors in Philip Services 
have launched a class action 
suit in a US district court, 
the southern district of New 
York, in which they allege 
the troubled Canadian waste 
services company engaged in 
a pattern of accounting 
fraud to artificially inflate 
its share price. 

The lawsuit, seeking 
unspecified damages to 
investors over a two-year 
period ending In May 1998, 
also namM a number of US 
brokerage firms and singles 
out accountants Deloitte & 
Touche for allegedly ignor- 
ing and in some cases abet- 


ting fraudulent accounting 
practices at the company. 

The lawsuit was launched 
after a dramatic fall in the 
share price, prompted by a 
series of announcements ear- 
lier this year in which Philip 
said it would take US$400m 
in write-downs as well as 
restate earnings back to 
1995. The shares were C$1.71 
yesterday, down from a high 
last year of C$27.90. 

It is alleged the company 
fraudulently, and repeatedly, 
overstated its assets and rev- 
enues while understating its 
expenses and liabilities. The 
plaintiffs say the company 
lied about its financial posi- 
tion In order to continue its 


aggressive acquisition pro- 
gramme, a significant por- 
tion of which was financed 
by Philip stock. The com- 
pany acquired 18 companies 
between September 1996 and 
October 1997. 

Furthermore, the plaintiffs 
argue that Philip continued 
to mislead investors in order 
to ensure the success of a 
US$364m public offering in 
November 1997. 

The lawsuit also alleges 
that Deloitte & Touche 
ignored numerous "red 
flags" that would indicate 
serious accounting irregular- 
ities at Philip. Moreover, the 
auditors in some cases 
“knowingly participated and 


acquiesced” in Philip's issu- 
ance of the false and mis- 
leading statements, accord- 
ing to the court document. 
The plaintiffs allege the 
auditors advised the com- 
pany to record material 
losses as “t raining expenses" 
to defer recording the losses. 
Deloitte auditors who balked 
at signing-off on the fraudu- 
lent reports were removed 
from the Philip account. 

"Deloitte directly partici- 
pated in the scheme to mis- 
lead the public through the 
dissemination to the invest- 
ing public of misleading and 
fraudulent audit opinions on 
Philip’s financial state- 
ments," says the lawsuit. 


It names as defendants 17 
brokerages including Salo- 
mon Brothers. Merrill 
Lynch, Morgan Stanley, 
CIBC Oppenheimer, CS First 
Boston and Lehman 
Brothers. Plaintiffs argue 
the brokerages failed to per- 
form adequate due diligence 
prior to underwriting Philip 
public offerings. 

Deloitte & Touche said 
yesterday it would not com- 
ment on specific allegations 
but was reviewing tbe court 
document and preparing a 
statement of defence which 
it would file in the US court, 
probably by the end of Octo- 
ber. Philip was unavailable 
for comment. 


Humana to take 
$132m charge 


By Tracy Corrigan bi New York 


Humana, the US managpd- 
care company that last 
month abandoned a merger 
with United Healthcare, said 
yesterday it would take a 
third-quarter charge of 
$I32m owing to a decision to 
pull out of several markets. 

Humana will withdraw 
from Sarasota and Treasury 
Coast, Florida, which are 
predominantly Medicare 
markets, and Springfield and 
Jefferson City. Missouri, 
which are predominantly 
commercial markets. It will 
also withdraw from one of 
its largest Medicaid markets, 
which it did not name. 

Medicare and Medicaid are 
government programmes 
providing healthcare for the 
elderly and poor. Managed- 
care companies offer health- 
care plans to employer 


groups, government-spon- 
sored plans aniT indiv iduals 

Humana walked away 
from the United Healthcare 
merger, which would have 
created the largest single US 
managed-care company, 
after United took a $900m 
restructuring charge and 
said some of its Medicare 
plans were unprofitable. 

That was one of a number 
of recent shocks for inves- 
tors in the managed-care sec- 
tor, following problems at 
Oxford Health Plans and 
Columbia-HCA. 

Humana has said it will 
focus on posting 20-25 per 
cent earnings growth this 
year. 

The company said the 
charge of $132m amounted to 
$83m after tax, or 50 cents a 
diluted share. 

Humana shares rose to 
814ft in morning trading. 


C&W co mmi ts $lbn 
to internet business 


By Man Cam 


Cable and Wireless, the UK 
telecommunications group, 
is committed to spending 
$lbn over the next five years 
to maintain and expand its 
newly acquired internet 
business. 

MCI of the US sold the 
business to C&W for $l.75bn 
as a condition of completing 
its merger with WorldCom, 
also of the US. 

Rich Yalen, chief execu- 
tive of C&W USA said the 
acquisition catapulted the 
UK group to the world’s 
number one internet pro- 
vider measured by traffic 
flows. 

He added tbe company 
was about to launch its first 
ever newspaper advertising 
campaign in the US costing 
many millions of dollars in 
a bid to ensure visibility 


for the C&W brand. 

He said: “C&W is immedi- 
ately positioned to grow the 
business via strategic affilia- 
tions and valuable partner- 
ships. We are on track and 
ready to grow." 

The group has two years 
to move from MCI's facilities 
to its own and Mr Yalen said 
he was considering all 
options including further 
acquisitions in the US and 
the purchase of transmission 
fibre. 

He said the group would 
be announcing various new 
internet products iD the next 
few weeks as well as con- 
tracts with new and existing 
customers. 

C&W has a two-year 
window of opportunity in 
the US when the terms of 
the MCI sale forbid the US 
company to compete with 
it. 


It intends, therefore, to 
sell MCI's internet 
customers advanced services 
including data transmission 
technologies such as frame 
relay. 

Mr Yalen said most of the 
1,200 former MCI employees 
who were moving across to 
C&W were happy with the 
deal: “They know they are 
going to set out direction in 
tbe global internet busi- 
ness," he said. 

Meanwhile. British Tele- 
communications, which paid 
$7bn for Its stake in MCL has 
□o immediate plans either to 
make further Investments or 
return the cash to sharehold- 
ers. 

It has made a net £lbn 
($1.7bn) pre-tax profit on its 
MCI investment and intends 
for the moment to use the 
cash to reinforce its already 
strong balance sheet 


Caracas 
in $90m 
electricity 
sell-off 

By Christina Hoag bn Caracas 

The Venezuelan government 
yesterday sold tbe first in a 
series of electricity utilities 
to a consortium of domestic 
«rni international companies 
for S90m. in a privatisation 
seen as a confidence boost 
for investors. 

Enelmar. which comprises 
CMS Electric & Gas, Casa 
Paris and Consultores Occi- 
dental es, beat only one other 
bidder, Fuerza Electrics de 
Nueva Esparto, for a 70 per 
cent stake in Sene. 

The winning bid was sig- 
nificantly higher than the 
base price of $35.5m for a 100 
per cent stake. Of the 
remaining 30 per cent. 20 per 
cent Is to be set aside for 
employees and 10 per cent is 
to be placed on the Caracas 
Stock Exchange. 

Enelmar will have to 
invest at least $2i0m in the 
company over the next 
decade. The utility serves 
300,000 customers on the 
resort island of Margarita 
and the adjacent islands of 
Coche and Cubagua. 

Analyst Hugo , Farias* -of 
the Institute of Higher Busi- 
ness Studies, said the sale 
was a triumph for the gov- 
ernment, which was embar- 
rassed by the failure of its 
third attempt to sell an alu- 
minium complex last month. 

The sale ushered in the 
privatisation of Venezuela's 
electricity sector, which 
needs $5 bn of modernisation 
to meet consumer needs. 

The next sale, due in for 
October, will be of Semda, 
which covers the eastern 
states of Delta Amacuro and 
Monagas. 


NEWS DIGEST 


OIL AND GAS 


Quark abandons Adobe bid . 

Quark, the Denver-based publishing software company, • 
said it was abandoning Its attempt to buy its larger rival 
Adobe Systems, a month after it first approached the 
company. 

Fred Ebrahimi, Quark chief executive, wrote directly to 
Adobe’s directors in August and proposed a cash bid for 
the company at a premium to Its market value, but foiled 
to name a price. 

Adobe rejected his unusual offer and refused to talk to - 
him. Mr Ebrahimi initially considered making a hostile bid 
for the company and discussed his plans with investment 
bankers. However yesterday the company announced ft 
had decided not to proceed. 

Quark said its offer would have been good for Adobe's 
shareholders and blamed John Wamock, Adobe chief 
executive, and Charles Geschke, president, for blocking 
the deal by refusing to talk to him. The company added 
that it would now be looking for other acquisitions. 

Roger Taylor, San Francisco 


MKIA 

Shaw to form new companies 

Shaw Communications, the Canadian cable and media 
group, announced yesterday that it would split its assets 
into two separately operated companies, a move analysts 
said would be regarded favourably by investors and regu- 
lators. 

The announcement follows a recent deal in which Shaw 
and Can West Global, the Canadian television broadcaster, 
agreed to carve up the radio and television assets belong- 
ing to WIC Western International Communications. Shaw, 
which was once primarily a cable television service pro- 
vider. gained oonpp! of WIC's specialty TV channels, as 
well as its controlling interest in Canadian Satellite Com- 
munications (Cancom). 

Analysts said the split between Shaw's communications 
and media companies would give both groups easier 
access to capital. based on the merits of their own strate- 
gies. It may also placate regulators, who are believed to 
be increasingly concerned by Shaw’s rapid expansion into 
specialty TV channels, giving it control over both content 
and distribution. 

Shaw Communications will retain control of the existing 
cable business, currently serving 1.5m customers In cen- 
tral and western Canada, as well as further interests in 
direct-to-home services and Cancom. The new media 
company will operate the group's 23 radio stations, some 
of which will be acquired from WIC, as well as a number 
of specialty television channels. 

Scott Morrison, Toronto 


Half year results for 1338 

INCREASED NET EARNINGS 
IN DIFFICULT MARKET CONDITIONS 

Consolidated accounts 

The Board of Directors of TECHNIP. meeting on September 10, 1998 under the 
chairmanship of Mr Pierre VA1LLAUD. reviewed the audited consolidated accounts 
for the first half of 1998. 


Consolidated results 

First 

half 


Year 

(in miffim of French francs] 

1998 

1997 

% 

1997 

• Turnover 

5,810 

5,340 

+ 8.8% 

11,868 

• Group net earnings 

305.7 

282.7 

+ 8.1% 

627.1 


Group net earnings amounted to 305.7 million French francs for the first half 
of 1098, an increase of 8.1% compared to the first half of 1997. 

Fully diluted earnings per share were 17.90 French francs. 

Consolidated turnover, which amounted to 5.81 billion French francs compared 
to 5.34 billion French francs in the first half of 1997, increased by 8.8%. 

Breakdown for the first half of 1998 is as follows: 

Good activity in Middle East and in Africa 


Breakdown of turnover by geographical area 

06/98 

1997 

1996 

Western Europe 

32% 

40% 

35% 

Central Asia/CIS" 

6% 

7% 

8% 

Middle East 

22% 

17% 

20% 

Far East 

9% 

11% 

16% 

Africa 

24% 

17% 

6% 

The Americas 

7% 

8% 

15% 


of which Russia 0% in 1996, 1997 and 1998 

Sustained activity In Refining and Gas treatment and growth in Oil and Gas fields 


Breakdown of turnover by business segment 

06/98 

1997 

1996 

Refining and Gas treatment 

57% 

47% 

41% 

Oil and Gas fields 

12% 

7% 

4% 

Petrochemicals/fertilisers 

17% 

29% 

34% 

Industries'll frastructure 

14% 

17% 

21% 


• The backlog (uncompleted part of group contracts in progress) at luly 1 , 1998 
amounted to 17 billion French francs, a significant increase from January I, 1998 
116.3 billion French francs). This represents about 16 months' turnover: 

The Board of Directors further decided, upon the Chairman's proposal, to call a 
Combined General Meeting on October 29, 1998 to approve resolutions 
authorizing TECHNIP to repurchase up to 10% of Its own capital in accordance 
with recent legislation. 

In difficult worldwide conditions, TECHNIP has demonstrated its strength in 
depth and should be in a position to announce a rise in net earnings for the year 
1998. Prospective activity levels for the Group In 1999 are good, due to the 
geographic spread of its contracts. 


TECHNIP 


DESIGN & CONSTRUCTION 
OF MAJOR INDUSTRIAL PROJECTS 


"FLEMING FLAGSHIP PORTFOLIO FUND' 

Sodete d'lnvestusement a Capital Variable 
European Bank & Busmen Centre, 6. mute de Treves 
Lr2633 Senningnbcrg. Grand Duchy of Luxembourg 
R.C. Luxembourg b'a. B 39251 

Annual General Meeting 

NOTICE is herebv given 10 the Shareholders of 
FLEMING FLAGSHIP' PORTFOLIO FUND (’the Company*), 
that (he Annual Genera] Meeting will be held ai ihe registered 
office of the Company at European Bank 8c Business Centre, 
6, route de Trtves, L-2633 Senningerberg. Grand Duchy of 
Luxembourg on Wednesday 30 September 1998 at 2:00 p.nL or 
at any adjounuDem thereof for the purpose of deliberating and 
voting upon the following agenda: 

1. Submission and approval of the Report of die Board of 
Directors and or the Auditor. 

2. SubmWon and approval of the Annual Report for die financial 
year ended 30 -April 1998. 

3. Discharge of the Directors in respect of their duties carried 
out for the year ended 30 April 1998. 

4. Election of Directors and Auditor. 

5. Allocation of profits for (he financial year ended 30 April 1998. 

6. Any Other Business. 

Resolutions on the agenda of the Annua] General Meeting will 
require no quorum and will be taken at the majority of the 
Shareholders present or represented. 

A Shareholder entitled to attend and vote at the meeting may 
appoint a proxy to attend and vote on his behalf and such proxy 
need not be a Shareholder of the Company. 

In order to be entidrd to artend the meeting, holders of bearer 
shares must deposit their bearer share certificate* five working 
days prior to the meeting with the following institution: 

Kredietbank 5A. Laxembourgeoise, 43, boulevard Royal, 
L-2955 Luxembourg 

Shareholders who cannot personally attend the meeting mav use 
the prescribed form of proxy (available at the registered office of 
the Company) and return it at the latest by close c>f basin eas on 
the day preceding the meeting to the Company, either by post to 
the Company at Fleming Fund Management (Luxembourg! SJL, 
L-2SS8 Luxembourg, or by facsimile on +352 3410 2107. 

By Order of the Board of Directors 
August 1998 

Flemings 


r PUTNAM HIGH INCOME GNMA FUND - 

SICAV 

1 1 , rue Aldringen, L-1 1 18 Luxembourg 
FLC. Luxembourg B 22.041 

BVDBD NOTICE 

Tbe Board of Erectors decided on 9 September 1998 to pay an interim 
cSvMend of USD 0.25 par sham to be paid on 22 September 1998 to 
sftarehoWeis on record on 11 September 1998. Ex-dufderto data ts 
14 September 1993. 

Paying Agettc KretMbank SA. Luxamboumeoise 

43, boulevard Royal - L-2S55 Luxembourg 

The Board of Okwctarg 


Mediobanca International Limited 

(nmpwvuditiUiItaJudtabaSTtathiCqnnlilQail 
rot die Motiobua Buttagfrj^ 


Notice to Holden of 

Mediobanca International 2 per cent. Notes due 2002 
ube‘XcMs’1 

prrTiongftihla tnfai 

Ordinary Shares of ABeanaa A aa i cug artoiu S.pA. 

(tbe Shares') 


Change in Basis for Conversion 

NOTICE IS HBRSBYOIVEKlhM— result cfsBonu* lama of Shnea la AOsma 

Aidcuradanl S-p-A. (tbe "Conpu^) authorised by a Rwotntioo adopted by m 
ExmuarCiiary General Meeting oT the Company bdd on June 19. 1998 and to be 
eDeeied as from September 2L 1938. pursuant to Cdxfctioo 8 of the Term and 
Conditions oT tbe Note?, the Exchange Price of tbe Notes i which was originally 
Li. 15,250 per Share] has been reduced to Ut 13.728 per Share. Acconfirgiy. 
Noteholders presenting Exchange Notices on or after September 17. 1998 shall be 
entitled to receive 1.457495 Share* for every Note hekL Since upon exertisng their 
exchange right*, noteholders no become entitled to receive other than a whole 
number of Shares, they stall pursuant to the said Condition 6 receive tbe nearest 
whole mtraberofSharee and ahaD be refunded tbe cash equivalent of the outstnndirig 
traction burd on the arithmetic mean of the official market price oT the Compnqy'h 
Ordinary Shares as recorded in the calendar month preeofing that in which the 
Exchange Notice wa* presented. 


U.S. $400,000,000 




Santander Financial Issuances Limited 

(tncaporstad in the Cayman Islands wph United BabSty) 

Subordinated Undated Variable Rate Notes 

with payment of interest subject to the profits of 
and secured by a subordinated deposit with 

Banco Santander, S-A, 

(Incorporated in (Sp&in with Gtnited Bai&ry) 

Notice is hereby given, that for the Interest Period from 
September 1 6. 1 998 to December 1 6, 1 998 the Notes win carry 
an Interest Rate of 6.525% per annum. The amount of 
merest payable on December 16, 1 998 wS be U^. $4,123.44 
per U.S. S250.000 principal amount of Notes. 

By: The Chase Manhattan Bank 
London, Agent Bank 

Ssptember16, 1998 


tCHASE 




European Investment Bank 

PTE ZO, 000^X50,000 
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AEC launches cash 
bid for Amber Energy 

Alberta Energy (AEC) yesterday announced a C$750m 
(US$495m)afl-ca$h offer for Amber Energy in a bid to 
acquire the substantial gas and heavy oil reserves of the 

struggling junior exploration company. The offer of C$7 a 

share represents a 54 per cent premium on Monday's 

dosing price of C$4.55 for Amber shares, but Amber's 

shares jumped to C$7.15 in early trading yesterday in 

expectation of rival bidders. 

AEC, the Alberta government energy company that was 

privatised in 1993, could acquire at a fire-sale price the 

substantial assets of Amber, which is sitting on what Is 

believed to be the largest Alberta conventional oil discov- 

ery in four decades, at Pelican Lake. 

The two companies' combined gas assets would also 

make ft dose to being Canada's largest producer. Amber's 

shares were trading at a high of C$27.25 just a year ago, 

but the company has been forced to slash production and 

capital spending due to low world oil prices. It said last 

week it would cut oil production by 50 per cent, cutting its 

share value in half. 

The C$750m bid includes C$304m in Amber’s net debt 
Alberta Energy’s shares were down C$1.70 at C$32 mid- 
day. Edward AJden, Toronto 
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NORWAY O IL COMPANY AFFECTED BY WEAK PRICES AND EXPLORATION COSTS 


Saga issues profits warning 


B]r Valeria Skftf ta Oslo 


V, 


- rp- 



Saga Petroleum. Norway's 
third largest oil company, 
yesterday warned that write 
downs would wipe about 
NKrl.6bu (5212m) off its net 
profits for the first eight 
months of the year.* 

It said it would write down 
by *1)011008 of kroner* the 
value of its Santa Fe Explo- 
ration operations in the 
North Sea. 

The company said a weak 
oil price, combined with dis- 
appointing exploration and 
reservoir development in its 
Santa Fe licences, would 
slice about NKr2.5bn off 
operating results. 

Diderik Schnitler. presi- 
dent and chief executive of 
Saga Petroleum, yesterday 


admitted the an quidtinn in 
1998 of Santa Fe had proved 
to be disappointing, and the 
price too high 

■ The company paid 
NKrl-2bn for Santa Fe, also 
known as KP North Sea 
Holdings, from Kuwaiti 
Petroleum Corporation. At 
the time of the acquisition, it 
had valued the business 
based on an ofl price of 518 
-519 a barrel Saga now sees 
oil at $14 per barrel unto the 
end of next year, and 518 a 
barrel by the end of 2001. 

As a result. Saga expects 
to reduce the value of the 
Santa Fe exploration acreage 
and possible developments 
in of&hore UK and Ireland 
by about NKrl^bn. Another 
NKr500m will be written off 
to cover fields on the UK 


shell such as Alba and 
Mill dr. which produced 20 
per cent less than expected 
last year. 

Saga wil] also write down 
NKrfiOOm of the book value 
of a Norwegian North Sea 
field, known as Varg, which 
has been plagued by cost 
increases and depressed oil 
prices. 

Originally budgeted at 
NKr2-8bn, the project has 
since ballooned to NKr3_6bn- 
Saga has been unable to 
partly offset these overruns 
through an expected 
Increase in reserves, the 
company said. 

Anders Utne. Saga Petro- 
leum executive vice presi- 
dent, yesterday sought to 
play down the write-downs. 

“Really, what we 


announced should not have 
come as a surprise to the 
analyst," he said. 

Mr Utne would not com- 
ment on whether the huge 
writedowns would, result in 
a loss for the latest four- 
month period, for which 
results will be announced 
later thfa month. 

Saga has also been forced 
to write down NKr75m on its 
Indonesian operations, based 
on its new bids for the 
onshore gas field Jambi Mer- 

ang 

The company had agreed 
in May 1997 to sell its 50 per 
cent stake in the field for 
527m to Cue Energy of New 
Zealand. Cue Energy later 
withdrew its bid, forcing 
Saga to seek legal compensa- 
tion. 
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Godfiried van der Lugt, IMG chabmwi, right, and Ernst Michel Knaet BHF speaker of the board 


io taxn ncw coc ING to pursue growth 

through acquisition 


By Andrew Ftsftar in Frankfurt 
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ING. the Dutch financial 
group, yesterday vowed to 
pursue European expansion, 
after its: purchase of a large 
stake in BHF-Bank. the 
medium-si2ed German bank. 

Godfried van der Lugt, 
ING chairman, said yester- 
day that while the latest deal 
- announced on Monday 
night - lifted ING's presence 
in the biggest European mar- 
ket, “Europe is not only Ger- 
many*. He did not specify 
where ING might seek fur- 
ther growth possibilities, 
though he has mentioned 
France and Italy in the past 
ING lifted its bolding in 
BHF-Bank to 39 per cent 
from 4.5 per cent through 
the purchase of shares from 
Allianz, the German insur- 
ance group, Munich Reinsur- 
ance and DG Bank. BHF, 
which is much smaller than 
ING, will keep its name, 
identity and ma n agement 
ING’s stake is worth 
around DM2.5bn ($l.5bn). 


although Mr van der Lugt 
said the Dutch bank had 
paid less than the top price 
for BHF-Bank shares. The 
shares, which closed at 
DM75 on Monday and have 
been as high as DM87, were 
suspended yesterday. 

ING, which bought a 49 
per cent stake in AUgemeine 
Direktbank, a German direct 
bank, for DM270m earlier 
this year, had achieved its 
main ambitions in Germany 
through, the BHF-Bank deal 
Mr van der Lugt said. Fur- 
ther expansion would be 
directed at other European 
countries. “Wo want a 
strong position in Europe," 
be said. 

However, acquisitions 
would have to meet its per- 
formance targets. IN G is 
aiming at net profit growth 
of 10 per cent a year and 
return on equity of at least 
12 per cent. He also reaf- 
firmed ING’s commitment to 
emerging markets such as 
Asia and Russia, despite 
problems. 


The BHF transaction will 
give ING greater access to 
the German corporate advi- 
sory. asset management. 
finan cial tr ading and private 
banking markets. BHF-Bank 
has been the subject of con- 
stant takeover talk, espe- 
cially since its main share- 
holders have made clear 
their holdings were not stra- 
tegic. Alte Leipziger, an 
insurance company, sold its 
8.6 per cent stake in May to 
institutional investors. 

Analysts expected ING 
eventually to raise its stake 
in BHF-Bank to a majority, 
though Mr van der Lugt said 
it would not do this through 
gradual buying In the mar- 
ket “I assume they will go 
over 50 per cent In the 
medium term," said Dieter 
Hein, analyst at Commerz- 
bank. 

He said the deal would 
help ING fulfil its European 
strategy, since it would' take 
too long for the hank to 
expand through internal 
growth. 


Coca-Cola 
promises 
Orangina 
job safety 


By Samer tskandar ta Parte 


Coca-Cola, the US soft drinks 
company, has pledged to 
maintain current staffing 
levels at Orangina. the com- 
pany it has offered to buy for 
FFrSbn (5883m) from Pernod 
Ricard, the French beverage 
group. 

The agreement signed on 
Monday night with represen- 
tatives of Orangina employ- 
ees, is seen as a last-minute 
lobbying effort by Coca-Cola 
to win trade unions' support 
and regulatory approval for 
the acquisition. 

The French ministry of 
finance is due to rule on the 
transaction before the end of 
the week. 

Coca-Cola said yesterday it 
had agreed with staff repre- 
sentatives at Orangina that 
there would be no forced 
redundancies until Decem- 
ber 2000, although a volun- 
tary plan would be set up for 
employees wishing to leave. 

The planned acquisition 
has fared strong opposition 
since it was announced late 
last year, notably from 
PepsiCo, Coca-Cola's rival 
soft drinks group from the 
US. 

• Sales at Danone, the 
French food group, fell 1.5 
per cent in the first half to 
FFr43.16bn following recent 
disposals of grocery products 
businesses. Net profits were 
up 6 per cant at FFrl27bn, 
as the group's operating 
margin rose from 8.8 per 
cent to 9.7 per rent 

Danone said it was confi- 
dent the financial crises in 
Asia and Russia would “not 
alter prospects for earnings 
growth this year". 

The company said yester- 
day Its board bad approved a 
plan to buy back 10 per cent 
of its shares. The beard also 
endorsed the nomination of 
Jacques Vincent as deputy 
chair man and chief execu- 
tive. 


Air lease 


groups set 


to merge 
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SAirGroup. the parent of 
Swissair, and GATX. the US 
leasing company, are creat- 
ing the world’s third biggest 
aircraft leasing business by 
merging their aircraft leas- 
ing operations. GATX Fhght- 
lease Management will con- 
trol more ISO aircraft worth 
dose to $6bn- 

GATX Flightlease, which 
will he based in Zurich, will 
tnitp over the aircraft leases 
previously managed by 
GATX Capital and Flight- 
lease. The latter, set up ear- 
lier this year to lease aircraft 
to Swissair and its sister air- 
lines. owns close to 70 air- 
craft. It has has orders for3i 
new aircraft and GATX, 
which leases more than 110 
aircraft leased to 35 carriers, 
has orders for 15 Boeing 
'737s. 

The aircraft leasing indus- 
try lias been undergoing con- 
solidation and is 
h V the subsidiaries of two or 
the world’s biggest multina- 
tional financial services com- 
panies - GE Capital Avia- 
tion Services (GECAS) and 
International Lease Finance 

C flS?°lid Flightlease 
described ^50/5pjointv«- 
ture as a strategic affiance, 
flightlease. and its parent 
SAirGroup, know theafrih 16 
industry, while GATX has 
the financial expertise^ ^ 

new venture ^ /rSnc- 
access to a range of financ- 
ing solutions, a moj® bal- 
aircraft portfolio, and 

a broader customer base. 


Rising costs hit Michelin 


By Davkt Omnln Parts 


Shares in Michelin fell 
shar ply yesterday after the 
French tyremaker reported a 
Tg. fi per cent decline in first- 
half profits, in spite of 
largely favourable condi- 
tions in its principal mar- 
kets. 

The fall - from FFrl-87bn 
to FFrLSSbn (5285m) at the 
net attributable .profit level 
at the lower mid of analysis’ 
expectations - was mainly 
because of increased person- 
nel -and commercial and 
computer costs that were 
only partly offset by h i gher 
volumes.-' 

The company is investing 
heavily in Asia and other 
emerging countries in an 
attempt to lift its market 
share from inadequate cur- 
rent levels. 

It plans, for- example, to 
open a new truck tyre plant 


is China by the end of the 
year and recently announced 
the acquisition of IcoDantas, 
Colombia’s biggest tyre- 
maker. 

These increased costs took 
their toll on operating profit, 
which dipped from 
FFr3£3bn in the first half of 
1997 to FFrS35bn. With turn- 
over climbing from 
FFr38.4bn to FFr41bn, this 
left operating margins at 8^ 
per cent, down from 9.5 per 
cent 

The Clermont-Ferrand- 
based company had warned 
in July of erosion of operat- 
ing margins, saying they 
“continued to decline 
slightly compared with the 
preceding six months". 

It also served notice at 
that tiffin that average sale 
prices were down by 1.4 per 
cent; with the priority given 
to tyre supplies for original 
equipment customers lead- 


.iug to a “noticeable weaken- 
ing" in the sales ml* 

Yesterday, the group indi- 
cated that it expected the 
second half to be better than 
the first, with several factors 
working in Ha favour. These 
included a recent rise in 
sales prices in replacement 
markets in Europe and 
North America; the increase 
in truck tyre sales made pos- 
sible by new European pro- 
duction capacity; a stabilisa- 
tion of expenses in p ri or i ty 
areas; and new improve- 
ments in productivity. 

Debt- at June 30 stood at 
FFri7.9bn, down from 
FFr20-8bn a year earlier, 
leaving gearing at 67 per 
cent. The figures included an 
exceptional gain of FFmm, 
against a FFrl4m charge in 
the 1997 first half. 

The shares closed down 
more than 10 per cent at 
FFr246.40. 


Drott lifts Nackebro bid 


By Greg Mriw » Stoddwtai 


Drott, thfr Swedish real 
estate company, yesterday 
raised its. takeover bid for 
NSckebro, valuing the rival 
property group at SKx&36bn 
(5427m). ' ft said it had 
acquired a 37 per cent stake. 

Nfickebro said, however, 
that an independent valua- 
tion' of its property portfolio 
had uncovered '‘substantial 
surplus values", which gave 
it a net asset value well in 
excess, of Drott’s bid. 

Drott increased its all-cash 
offer frcau;SKil26 a share to 
SKrMl, equal to Nackebro’s 
all-time high. Nfickebro 
; i 


shares responded by jump- 
ing SKT9.S0 to SKrl40. 

However. Lennart Schfin- 
ning, Nfickebro managing 
director, suggested the bid 
was too low. Drott would 
either have to Increase its 
offer a second time or risk 
having it rejected by Nacke- 
bro shareholders. 

Both companies favour a 
tie-up but are deeply divided 
over how to accomplish it 
Drott is determined to pur- 
sue a cash takeover, while 
Nfickebro wants a negotiated 
merger. A deal’ would create 
Sweden’s largest listed prop- 
erty company, with a com- 
bined portfolio of SXr22iftm. 


Drott launched its lad last 
week, three days after 
Nfickebro unexpectedly 
acquired 44.6 per cent of its 
voting rights and 10.7 per 
cent of its share capita} far 
SKrl.lbn. 

Mr Schttnning accused 
Drott of “biting our out- 
stretched hand” by pursuing 
a takeover. He said a negoti- 
ated merger would be the 
best solution. 

Mats Maxed, Drott manag- 
ing director, said the 
increased offer reflected a 
higher valuation of Nficke- 
bro's portfolio and had been 
accepted by a number of 
large institutional owners. 

-j 
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CARMAKING FRENCH GROUP FOLLOWS RIVAL PEUGEOT-CITROEN AND UNVEILS STRONG FIRST-HALF PROFITS 


Success of new models boosts Renault 


By David Owen In Paris 

Renault, the French 
carmaker, yesterday fol- 
lowed arch rival Peugeot- 
CltroSn in unveiling a big 
increase in first-half profits. 

The company reported net 
income of FFr4.44hn (5778m), 
up from FFrl.67bn a year 
earlier and double the total 
announced last week by 
France's other big carmaker. 

The advance was achieved 
on revenues ahead 21.6 per 
cent at FFrZ22.7bn on the 


Maserati 
launches 
new model 


Maserati, the Italian sports 
car manufacturer controlled 
by Ferrari and Ferrari's 
parent Fiat, yesterday made 
its comeback in the luxury 
market with the launch of its 
new Sterling 50,000 3200 
GT coupe, writes Paul Betts 
in Modena. 

After 15 consecutive years 
of losses, Ferrari and Fiat 
are banking on the new 
mode/, to be followed by a 
convertible in two years, to 
revive Maserati. A four-door 
saloon is also planned. 

“It’s the last chance for 
Maserati,” admitted Luca di 
Morrtezemoio. Ferrari 
chairman. 

Maserati last year lost 
about L70bn ($42m) on a 
similar amount of sales. The 
company aims to Increase 
sales to L230bn-L240bn 
next year, rising sharply in 
2001 with the launch oif the 
convertible and the coupe 
on the US market It hopes 
to break even by 2000-2001. 


back of fast rising sales vol- 
umes. The automotive divi- 
sion contributed the lion's 
share of this total, with reve- 
nues of FFr97.1bn. up more 
than 21 per cent over the 
1997 period 

The company said the 
increase was driven in par- 
ticular by the success of the 
MSgane, Clio n and Kan goo 
models. It said it sold world- 
wide more than 1m cars and 
light commercial vehicles In 
the first half of 1998 - up 
nearly 27 per cent from a 


year earlier. Seven out of 10 
Renault cars were now sold 
outside France. 

Revenues from the com- 
mercial vehicles unit 
reached FFr20.4bn. an 
increase of 27.8 per cent, 
while the finance division 
contributed FFr4.2bn. 

Operating income was 16 
times the year-earlier figure 
at FFr5 .S5bn. with all three 
operating divisions in profit, 
against only one a year ago. 

Arguably the most impres- 
sive tumround was in com- 


mercial vehicles, which 
achieved operating income 
of FFr5l3m. against a loss of 
FFr2l6m. following cost 
reductions and sharp 
increases in sales in Europe 
and the US. 

The car unit made the big- 
gest contribution, with 
income of FFr4.25bn against 
a FFrl62m loss in the corre- 
sponding year-earlier period. 
Operating income from 
finance, meanwhile, rose 
from FFr742m to FFri.09bn, 
partly thanks to a tax refund 


of FFr31im from the UK tax 
authorities. 

Financial income fell to 
FFrlo8m from FFr686m, 
reflecting the inclusion in 
the 1997 figure of a FFr419ra 
capital gain realised on the 
divestment of shares in Elf 
Aquitaine, the French oil 
company. 

With car sales in western 
Europe expected to rise by 
3-4 per cent in the full year, 
the company predicted a 
"very strong improvement" 
in the operating income of 



Cockerill dips despite bid confirmation 


By Ned Buckley in Strasbowg 

Shares in Cockerill Sambre 
slumped almost 11 per cent 
yesterday in spite erf confir- 
mation from Usinor. the 
French steel group, that It 
was still planning to bid for 
a majority stake in the state- 
controlled Belgian steel- 
maker. 

Cockerill shares fell from 
BFr212 to BFrl89 after the 
Belgian region of Wallonia, 
which owns 78.77 per cent of _ 
the steelmaker, announced 
late on Monday that Thyssen 
Krupp Stahl of Germany was 
withdrawing from the bid-, 
ding for the group. 


Both Usinor and Thyssen 
Krupp had entered the final 
round of the Cockerill priva- 
tisation process - in which 
Wallonia, Belgium’s French- 
speaking southern region, 
plans to sell just over 50 per 
cent of the group - and were 
due to submit bids by Sep- 
tember 21. The region had 
extended the deadline from 
last month, at Thyssen 
Krupp's request 
Winning control of Cocker- 
ill could have catapulted the 
successful bidder ahead of 
Arbed of Luxembourg to the 
top of the European rank- 
ings of steelmakers by out- 
put. 


Thyssen Krupp refused to 
comment yesterday on the 
reasons for its withdrawal, 
but analysts suggested it 
had decided the challenge of 
integrating its businesses 
after this year's merger of 
Thyssen and Krupp was too 
much to allow it also to take 
on Cockerill. 

Usinor said there was “no 
change” in its bidding plans. 
Analysts added that Usinor’s 
bargaining power with the 
Walloon region was now 
considerably strengthened, 
and that there was no risk of 
its being pushed into paying 
a high price. 

“Why should Usinor pay a 


large premium to the sec- 
tor's valuation while it will 
not have full control, and 
considering it is now the 
only candidate?" said BBL 
Vermeulen Raemdonck, the 
Brussels-based broker. 

Cockerill shares had risen 
sharply in recent months on 
the expectation of a bidding 
war for the company - the 
last large, state-controlled 
steel group not to have 
entered into a broader alli- 
ance. 

But several groups which 
bad earlier shown interest in 
Cockerill - including Hoo- 
govens of the Netherlands. 
British Steel. Arbed and 


Salzgttter of Germany - had 
either not entered the bid- 
ding process or withdrawn. 
Some, such as Salzgitter, had 
suggested they were Inter- 
ested only in Eko Stahl, the 
eastern German steel pro- 
ducer acquired by Cockerill 
in 1995. 

Presenting better- 
than-expected first-half 
profits earlier this month, 
Jean Gandois, Cockerill 
chairman, refused to rule 
out the possibility of 
Cockerill remaining a 
stand-alone company. 
However, he said he "sorely 
hoped" a partner could be 
found. 


Telefonica to cut Novartis cuts jobs in US 

By William HaQ In Zurich been getting value for • Astra, the Swedish pb 

■ rfxlts /ill V^r (JrtlLCaL money from the 5800m it maceuticals group, yest 

w Novartis, the Swiss paid for the two businesses, day confirmed plans 


By David White In Madrid 

An unprecedented protest 
movement by internet users 
In Spain brought its first 
result yesterday with an 
offer of reduced rates from 
Telefonica, the country’s 
dominant telecommunica- 
tions company. 

The new rate package, still 
awaiting government 
approval, followed talks with 
Spain’s Internet Users’ Asso- 
ciation, which backed a Sep- 
tember 3 ■‘strike" to boycott 
services in protest against 
increases in telephone tar- 
iffs. 

The association, claiming 


the strike obtained a follow- 
ing of more than 50 per cent 
in peak periods, described 
Telefonica's offer as “a big 
success”, but said it would, 
continue to seek a US-style 
flat-rate deal. 

TelefOnica, which still 
operates a de facto monopoly 
on local calls, announced a 
series of cut-rate schemes 
which promise to reduce 
costs by up to 52 per cent for 
connections made after Spm. 

The protest followed a 
restructuring of telephone 
charges which increased the 
cost of a one-hour daytime 
internet connection by 126 
per cent. 


By William HaQ In Zurich 

Novartis, the Swiss 
pharmaceutical company, is 
cutting 20 per cent of jobs at 
two of its recently acquired 
US biotech companies - 
System lx in Palo Alto and 
.Genetic Therapy Inc (GTD in 
Gaithersburg, Maryland. 

Novartis will run the two 
companies as a combined 
operation under the direc- 
tion of Mike Perry. 39, an 
ex-Syntex executive who 
took over as chief executive 
of SyStemix last year. 

About 90 jobs out of a com- 
bined workforce or 450 will 
disappear. 

Both companies have been 
independently managed and 
Novartis is believed to be 
concerned that it has not 


been getting value for 
money from the 5800m it 
paid for the two businesses. 

GTI, based on the US east 
coast, will concentrate on 
delivery systems for gene 
therapy, while SyStemix. 
based on the west coast, will 
focus on cell-based gene 
therapy where it holds a pre- 
mier position. 

Novartis stressed that it 
was not cutting back on its 
research effort. The consoli- 
dation would allow the com- 
bined group to "maintain 
critical mass and eliminate 
overlap" while freeing up 
resources to tackle the scien- 
tific hurdles to gene therapy. 

The two companies will 
retain their access to the sci- 
entific communities and 
expertise on both coasts. 


• Astra, the Swedish phar- 
maceuticals group, yester- 
day confirmed plans to 
invest up to SKr5.7bn 
($726m) in new production 
facilities, writes Tim Burt in 
Stockholm. 

The company, which man - 
ufactures Losec - the 
world's best-selling prescrip- 
tion drug - said most of the 
new investment would be 
centred around Sdedertdlje 
south of Stockholm over the 
next two years. Astra's 
workforce could more than 
double to 2,700, it said. 

Officials said production 
would be increased to meet 
rising volume demand, and 
emphasised that the group 
was also investing to expand 
facilities in Boston and Mon- 
treal 


the car division in 1998 com- 
pared with 1997. It said the 
contribution of the commer- 
cial vehicles division should 
be “clearly positive". 

The company also 
announced a series of 
planned top personnel 
changes that should see Pat- 
rick Faure take over as 
chairman of Renault VT, the 
commercial vehicles arm. 
and Shemaya M*y, the cur- 
rent holder of that post, 
move to become executive 
vice president of Renault, 


IT group 
steps up 
buying 
search 

By Santer Iskandar in Paris 


Cap Gemini, the European 
information technology con- 
sultancy. is using market 
weakness to step up its 
search for acquisitions. 

Paul Hermelin, president 
for France and southern 
Europe, said yesterday that 
until the recent global turbu- 
lence, IT companies had 
been too expensive. 

“We are undertaking our 
quest for acquisitions with a 
lot of energy, and we are get- 
ting impatient.” he said. 
“Valuations were so high 
that we have been unable to 
find [a target] that fits well 
enough to justify paying 
those prices.” 

IT shares were among the 
worst hit in the recent fall in 
global share prices. 

Cap Gemini’s aggressive 
expansion strategy is driven 
by the need for new business 
after the Introduction of 
European economic and 
monetary union and the mil- 
lennium computer bomb. 

The IT consultancy busi- 
ness has benefited in the 
run-up to Emu. as compa- 
nies rushed to make their 
systems compatible with the 
single currency. The sector 
has also been buoyed by the 
inability of some older com- 
puters to recognise the digits 
00 as the year 2000. 

“A big question mark 
hangs over growth prospects 
after 2000," said one member 
of Cap Gemini’s manage- 
ment board. 

Activities linked to the 
euro and 2000 account for 
FFr2.5bn (5441m), or 10 per 
cent of tbe group’s revenues. 

Cap Gemini said external 
growth would be mainly in 
Germany, where the group 
has little activity, but also in 
the US, the world's largest 
market IT-related spending 
in the US amounts to 4.3 per 
cent of gross domestic prod- 
uct, compared with only 2.4 
per cent in Europe. 

Mr Hermelin said: "We 
have a smaller presence [in 
Germany than in the US], so 
there is less scape far 
organic growth there." 

At the end of June, Cap 
Gemini had cash reserves of 
FFrl.72bn, up from net debt 
of FFr4. 12bn a year earlier. 

Tbe company yesterday 
said it had sales of FFrl2.5bn 
in the first half, up 33 per 
cent from the same period in 
1997. Net profits more than 
doubled, from FFr222m to 
FFr454m- It is forecasting a 
28 per cent rise in sales for 
the full year to FFr26bn. 
Geoff Unwin, vice president 
of the management board, 
said net profits would 
increase by some 80 per cent 
to more than FFrlbn. 


CONTRACTS & TENDERS 


CONTRACTS & TENDERS 




NOTICE 


MINISTRY OF DEFENCE 

PUBLIC PRIVATE PARTNERSHIP FOR THE DERA 

The Defence Evaluation and Research Agency (DERA) fs a Next Steps Agency within the MOD established on 1 April 
1995 to operate as e Trading Fund with the aim ot providing independent, high quafity. efficient and cost effective scientific 
and technical advice ta its customers. 

in Jufy 1898. as a part of tha Strategic Defence Review, me Secretary of State for Defence announced plans for 
completing studies Into the best way of developing the DERAs capabilities In cor^unctton wttti those o< the private sector, 
to harness the opponunttles offered by a Public Private Partnership lo strengthen the DERA, and to maintain the Wgh 
quality of services that the MOD requires as efficiently as possible. 

As a part of this process the MOD has an urgent requirement for consultancy support to advise on the options available, to 
make appropriate recommendations, and to advise and assist with an aspects of the implementation. 

Should one of the options Involve a puMc offer of shares then a separate appointment to hands dstribution would 
subsequently bs made. 

Responses are Invited from indvidual companies or consortia. Those expressing Interna may be required to participate m 
a brief formal pre-qualification exercise and must nave, and be able to demonstrate, extensive experience of a vride range 
of commercial relationships between the public and private sectors such as: partnerships, concessions and franchises, use 
of the Private Finance infiattve, trade sales. privatisations and other Innovative arrangements designed to provide services 
to Government on a highly cost effective basis. 

Those wishing to register interest should write to the address below by no later man Z5 September 1998 quoting reference 
DPT/2000 end providing fufl detafts at relevant corporate finance and consultancy expertise and experience. It te 
anticipated that Invitations To Tender wffl be issued to approximately 8 companies or consortia by 2 October 1998 and that 
a contract wfl be awarded by the end of October i9S8 with the tmuat phase, defining options available to the MOO, being 
completed by early 1999. 


EXPRESSIONS OF INTERESTTO: 


MINISTRY OF DEFENCE, 

DPT, Rm 2.80. MEIROPOLE BUILDING, NORTHUMBERLAND AVENUE LONDON, WC2N 5BL, 
TEL: 0171 218 5818. FAX: 0171 218 7825. 


HELLENIC REPUBLIC 

MINISTRY OF DEVELOPMENT 

Request for Proposals 
(R.F.P.) 

The Ministry of Development hereby invites 
interested parties to take part in an international 
public tender, with sealed bids (without counter- 
bids). for the tourist development and longterm use 
and operation, through concession, 326 “stremmata" 
in area (1 stremma = 1000 m2) at Lagonissi Attica. 

The bidding process will be conducted by a Bidding 
Committee set up for this purpose at the offices of the 
Ministry of Development in Athens. Greece, at 2 
Amerikis Street. 5th floor, in die conference room on 
Thursday 17th December 1998 from 10:00 to 12:00 
hours. 

Interested parties may obtain all the necessary 
information, from the day following publication of this 
invitation, in the form of a “Request for Proposals”, 
from the offices of the Ministry of Development at 2 
Amerikis Street, 5th floor. Room 534, Athens, Greece, 
Monday to Friday from IChOO to 14:00 hours. 

The Minister of Development 

Vasso Papandreon 



NEWS DIGEST 


AUTOMOTIVE COMPONENTS 

Valeo to speed up 
consolidation of unit 

Valeo, the French automotive components group, 
yesterday reefed off another solid sot of half-year earnings 
figures and said it was accelerating the implementation of 
rationalisation plans, “in response to the crisis In emerging 
countries and to the. economic threat hanging over North 
America and Europe”. 

The company, which recently bought the electrical 
systems business of ITT Industries of the US for FFrlO^bn 
(S1.8bn), unveiled a 13 per cent advance from FFr74fim to 
FFr836m in first-half net income. The improvement was 
slightly better than the 11 per cent advance, from 
FFr17.3bn to FFrl9.2bn, in first-half sales. Operating 
income climbed 14.4 per cent to FFr1.31 bn. 

The company said consolidation of the electrical 
systems activities was scheduled for the end of Septem- 
ber. Gearing following the acquisition and an associated 
capital increase wouid be 35 per cent. 

It had already started to implement plans to maximise 
the “considerable synergies that exist between the 
acquired activities and those of Valeo". This should result 
in “significant operational savings and more capital-effec- 
tive management'. David Owen, Paris 

LIFE ASSURANCE 


CNP targets 12% equity return 

Caisse Nationals de Priivoyance, the biggest French life 
assurance company, is aiming for a 1 2 per cent return on 
equity after it is floated on the Paris stock exchange early 
next month. Gilles Benoist, chairman, said yesterday CNP 
had achieved a 12 per cent return on equity in 1997 and 
hoped to maintain that level as a private sector company. 
“In France, this is quite a high figure," he said in London 
during an investor roadshow. 

CNP is likely to be valued at up to FFr22bn ($3.89bn) 
when a price for its shares is set on October 6. A prelimi- 
nary price range of FFr146-FFr160 has already been 
announced. Mr Benoist said 60 per cent of the shares on 
offer will be sold to institutional Investors in France and 
abroad, with 40 per cent going to French retail Investors. 

He also confirmed that Swiss Re, the big Swiss reinsur- 
ance company, is to take a 1.5 per cent stake in CNP in 
its partial privatisation, with another 2.5 per cent to be split 
between 15 public service mutual funds and AGRR Pre- 
voyance, a provident Institution. CNP’s initial public offer- 
ing is being lead managed by CDC Marches and ABN 
Amro Rothschild. Vincent Boland 


ISRAEL 


Bank Hapoalim to sell stake 

Bank Hapoalim, Israel's biggest bank, yesterday further 
loosened its grip on the Israeli economy and agreed to 
dispose of its 12 per cent stake in Clal Israel, the country’s 
second largest holding company, for Shk490m ($l27m). 

The move was the latest stage in banking reforms 
passed In 1996 to reduce concentration in Israel's econ- 
omy by forcing big. banks to gradually divest their nort- 
financial assets. Hapoalim plans to sell its remaining Clal 
stake to IDB development, another Israeli holding com- 
pany, by the end of 1998. All proceeds will be distributed 
as dividend, along with income from Hapoalim's recent 
sale of 12 per cent of Clal. 

In the next stage of reforms, by the end of 1999, Israel's 
banks must limit their stake in any non-financial company 
to 20 per cent Banks must also limit their non-financial 
portfolio to no more than 20 per cent of the bank’s equity. 
Before the Clal disposal, about 25 per cent of Hapoalim's 
equity was invested in non-banking companies. It still 
owns 23 per cent of Koor Industries, the country's biggest 
industrial conglomerate. Avi Machlis, Jerusalem 


ENERGY 


Finland delays Fortum sell-off 

Finland has delayed a part-privatisation of Fortum, the new 
energy company formed by the merger of Neste and 
Imatran Voima. The trade and industry ministry said yes- 
terday It was postponing the sale of a 20-25 per cent 
stake, expected to raise about FM7bn ($l.4bn), because 
of volatile stockmarket conditions. 

However, the ministry stressed it had no plans to defer 
an initial public offering in Sonera, the state-owned tele- 
communications group formerly known as Telecom Fin- 
land. Markku Tapio, a ministry official, said the sale of ' 
about a 20 per cent stake in Sonera would still go ahead 
in October. He said telecommunications shares had 
weathered the stock market downturn better than other 
more cyclical sectors. 

Mr Tapio said it was not dear how long the Fortum sale 
would be delayed, although the government was ready to 
start the process as soon as market conditions were “rear 
son able". Nevertheless, it was not likely to take place untH 
after the Sonera offering. Greg Mdvor, Stockholm 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
in tema bona!. companies'Qft com 


FRF 1,000.000.000 
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Treasury Services pic 

CNO-TEC 10 Linked 
Guaranteed Note* due 2000 

For the period bum September -1. 
1WS In [komnber 21. 1W ibe 
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annum uld an interest amount of 
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PERSONAL 


PUBLIC SPEAKING 

Irani ^ and aprjjdi wdngty 

FtaUawcntaa, 
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THE ROYAL BANK OF CANADA 
U.S. 5300,000.000 Ffeadng Rata 
Debentures due MBS 
NOTICE IS HEREBY GIVEN dm for 
the I merest Period commencing 
on 17th September. 1338. the Notes 
will beer interest at the rate of 
S"/*% per annum. The Interest 
payable on 17th December, 1988 
against Coupon No. 51 will be U.S. 
S14J78730 per U.S. S1JJ00 nominal. 

Agent Bank 

ROW. BANK 

S3£H Of Canada 
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GKN to inject 
tanks division 
into Alvis 


COMPANIES & FINANCE: UK 


By An&nw Edgedtrfe-Jolmsoo 


Alvis and GKN, two of the 
UK’s three armoured 
vehicles manufacturers, 
unveiled an important step 
in the long-awaited consoli- 
dation of the industry yester- 
day, with Confirmation that 
GKN will inject its tanka 
business into Alvis. 

The transaction values the ■ 
GKN division at £78za 
($l29m). The engineering 
group, which also makes 
Westland helicopters, will 
receive £63m worth of shares 
in Alvis, mating it the larg- 
est investor with a 29.9 per 
cent stake, and Alvis will 
assume £15m of working cap- 
ital liabilities. 

The combined group, 
which will keep the Alvis 
name, will be among the top 
three in Europe , alongside 
Kraus-Maffei of Germany 
and Giat of France, with the 
biggest product range of any 
armoured vehicle manufac- 
turer in the world. It would 
be H a bridgehead for fixture 
consolidation” across the 
continent, Nick Prest, Alvis 
chief executive, said. 

Analysts forecast that 
Vickers, the UK's other 
armoured vehicle group 
which makes the Challenger 
n tank, may respond with a 
bid far the combined group. 
One said: "Vickers has the 
options of taking over the 
whole company or trying to 
muscle in on the party, but 
it seems to have missed its 
invitation." 

Vickers would only say 
that it was "watching devel- 
opments with interest”, but 
it has been eager in the past 
to be part of a consolidation 


of the UK industry, as a pre- 
cursor for mergers among 
the 20 other armoured 
vehicle Companies in conti- 
nental Europe. 

Mr Prest said further 
cooperation between Euro- 
pean groups, joint ventures 
and mergers were all posa- 
ble. He added that GKN and 
Alvis were responding to 
pressure for cost savings 
from defence departments, 
and to the fact that their 
markets have shrunk as gov- 
ernments have cut back on 
defence spending. 

The combined group aim*; 
to cut £5m a year from costs. 
About ISO jobs are expected 
to go from Alvis 's 200-strong 
plant in Coventry, as produc- 
tion will be moved to CRN’s 
site In Telford, which 
employs 500. 

The merger costs would 
result in ££.5m of excep- 
tional charges over 19% and 

1999, Mr Prest said, bat cash 
from the sale of surplus 
property would offset this. 

Analysts said the strategic 
benefits were roughly equal 
for both companies, but said 
GKN had done slightly bet- 
ter than Alvis financially. 
The deal will have no Impact 
on Alvis's earnings this 
year, but they are expected 
to drop by about 25 per cent 
in 1999 before Alvis's earn- 
ings show any benefits in 

2000. 

Although GEN’S bumness 
made £2L2m operating profit 
on ElBQm sales in 1997, it is 
expected to fall into loss by 
1999 as a lucrative order 
from Kuwait has come to an 
end. Alvis made £2.95m oper- 
ating profit from £72. 9m 
turnover last year. 


Sales slump hits 
Time Products 


By DavM Blackwell 


Sales of bejewelled watches 
and clocks which take crafts- 
men two years to make have 
dried up, more than halving 
profits at Time Products. 

The effects of economic 
turmoil in Asia and low oil 
prices in the Middle East 
also left the luxury goods 
distributor looking in vain 
far buyers prepared to pay 
about £lm for the Piaget 
sliding clock shown in its 
latest catalogue. 

Time has been forced to 
make a first-half provision 
against stocks of similar 
items, and further provisions 
might be necessary before 
the end of the year. 

The strength of sterling 
has also hurt us very badly,” 
said Marcus Margultes, 
chairman. “We have had to 
reduce prices for the first 


time in 30 years." Pre-tax 
profits for the six months to 
July 31 fell to £3 .24m 
($5 34m) from £9. 91m last 
time when there was a prop- 
erty gain of £1.6im. 

The fall was largely 
blamed on the setback in the 
UK luxury watch division, 
where watches cost more 
than £10,000. 

Sales fell from £43w3m to 
£37m, underpinned by a 
strong performance from 
luxury watches in the US 
and Switzerland. The Judith 
Leiber luxury handbag divi- 
sion is moving into the 
black. Volume watch sales 
were flat, but profits were 
ahead after cost cuts at 
Limit and Sekonda. 

Earnings per share fell 
from 12.43p to 4-5lp. The 
interim dividend was cut 
from 43p to 3p. Shares fell 
19p to 70VSp yesterday. 


TT may spend £60m on share buy-back 

Mnvft tn mm irrhaco 90% nru ilH ho 531(1 the leveJ 01 if® order : * — — - 


Move to repurchase 20% could be 
imminent if share price fall continues 


By MdtafllPBfll 


TF, the engineering group, is 
prepared to spend £60xn 
($99m) buying back 20 per 
cent of its shares if their 
price continues to fan. 

John Newman, executive 
chairman, said a buy-back of 
10 per cent of the stock had 
already been authorised by 
shareholders and could be 
“imminent" if the share 
price continued to decline. 
The shares have fallen more 
than 40 per cent in the past 
year. 

TT also raised the prospect 
yesterday of bolt-on acquisi- 
tions that would take its 
total outlay to about £L45m. 
It is keen to expand its elec- 
tronics division to meet 
increased demand from 
vehicle manufacturers for in- 
car electronic devices. The 
cost of the buy-back and 
acquisitions could be met 
from existing debt facilities. 

Mr Newman said be 


thought the group could 
achieve significant growth in 
its electronics division, 
which produces sensors, 
resistors and air condition- 
ing and sells 57 per cent of 
its output to carmakers. 
Although the division’s first 
half turnover and operating 
profits were flat at £94 .3m 
and £13J3m respectively, Mr 
Newman said the automo- 
tive industry expected the 
value of electronics used in 
cars to Increase by 55 per 
cent between 1997 and 2002. 

He was announcing pre- 
tax profits for the six 
months to June 30 up 15 per 
cent to £31. lm, on turnover 
up 10 per cent at exiim. 

Operating profits rose 15 
per cent to £32L6m, lifted by 
a contribution from the 
wires and cables business 
TT acquired ln March 1997 
from General Electric Com- 
pany. TT said operating prof- 
its on continuing operations 
grew per cent. The. group 


said the level of its order 
books remained subdued, 
although Mr Newman said 
this was a seasonal effect. 
Orders in July and August 
had declined over the last 
few years as customers were 
reluctant to stock up just 
before summer production 
slowdowns. 

The interim dividend will 
be 3.69P (&22p), payable from 
earnings of 12-Tp (ll.4p). The 
shares closed down 3'Ap at 
205p. 

Analysts said that 
although TT recently 
changed its classification 
from diversified industrial to 
engineering in an attempt to 
shake off the gloom 
surrounding conglomerates 
and lift its share price, the 
stock has underperformed 
its new sector by about IS 
per cent in the past three 
months. 

Dresdner Kleinwort Ben- 
son, the company’s broker, 
forecasts pre-tax profits of 
£66. 5m (£62.5m) this year 
and £7lm next, putting the 
company on a 1998 multiple 
of 73. 



Downward pressure: John Newman, executive chairman announcing the group's half-year results 
yesterday, behind a throttle pedal that TT auppti e a for Mercedes Com Eecre 


MediaOne lifts stake in 
Telewest to 29.99% 


By (Kristopher Price 


MediaOne of the US is 
paying $405m for an 8.4 per 
cent stake in Telewest Com- 
munications, the UK's sec- 
ond biggest cable group. The 
purchase, from Southwes- 
tern Bell International will 
take its bolding to 2999 per 
cent. 

The deal Is the latest in a 
series of consolidation 
moves that have left 
Britain’s once-fragmented 
cable television and tele- 
phony industry in the hands 
of half a dozen companies. 

It leaves control of Tele- 
west divided between 
MediaOne and three other 
companies: Tele-Communica- 
tions Communications (21.6 
per cent) Cox Communica- 


tions (12 per cent) and Viv- 
endi, the French telecoms 
and media group (6.3 per 
cent), which gained its inter- 
est after Telewest bought 
General Cable. 

Combined with its move 
next week into the FTSE 
index, the deal is likely to 
make Telewest’s position 
more secure in the face of 
rapid industry consolidation. 
There had been reports that 
Cable and Wireless Commu- 
nications. the biggest cable 
group, had approached 
Southwestern. 

However. Southwestern 
had agreed to give Tele-Com- 
munications or MediaOne 
first refusal. Telecommuni- 
cations is still considering 
whether to buy some of the 
shares being sold by South- 


westemlf it did, it is under- 
stood Southwestern would 
also sell its re maining 13 per 
cent. Under the offer. 
MediaOne will buy up to 
180m Tele west shares at 
$235 each. Telewest shares 
closed up 5%p at 143p. 

It emerged in July that 
CWC had approached South- 
western Bail and Vivendi in 
the hope of forging closer 
links between them. 

CWC was thought to he 
considering a range of 
options to strengthen ties 
with Telewest, including 
swapping local franchises or 
combining management of 
nearby franchises. As part of 
this, It is understood that 
CWC would have been inter- 
ested in acquiring shares in 
Telewest. 


Dorling Kindersley gives 
a warning to predators 


By Catty Newman 


Peter Kindersley, executive 
chairman of Dorling 
Kindersley, the CD-Rom and 
book publisher, yesterday 
warned off predators, saying 
a takeover by a big 
corporation would not be 
beneficial. 

Mr Kindersley, whose 
family owns more than 30 
per cent of the shares 


directly or through trusts, 
said: “Size is not necessarily 
an advantage. We'd be 
swallowed up and we'd just 
be another line in a huge list 
of books.” 

The group announced 


pre-tax profits of £9m (£7.7m) 
far the year to June 30. 

The company, which has 
announced a series of profit 
warnings and cost-cutting 
initiatives, said this year had 
been a “turning point”. The 
cost base had been 
“significantly” reduced, a nd 
the books were being 
distributed more effectively. 

The shares jumped 25p to 
dose at 205p. 

Dorling is talking to 
Amazon.com about 
developing a corner of the 
US internet bookseller's 
website to sell its products. 
Dorling is also selling via its 
own internet site. 


Earlier in the year, Mr 
Kindersley gave up the dual 
role of chairman and chief 
executive, and appointed as 
chief executive James 
Middlehurst, formerly 
managing director of the 
PolyGram subsidiary, 
Britannia Music. 

His brief was to make 
001110^8 1 products more 
easily available. A new 
finance director, David 
Houston, has also been 
recruited. 

The strong pound and 
Asian economic turbulence 
continued to affect trading. 

During the year, 250 staff 
left. 90 more than expected. 


JL 


Cyprus Petroleum Refinery Ltd 


PRE-QUALIFICATION FOR ENVIRONMENTAL 
UPGRADING PROJECT 


Cyprus Petroleum Refinery Limited tCPRL) arc proposing to 
environmentally upgrade their 27.000 BPSD Refinery at Lamaca, 
Cyprus , by constructing 

• Diesel Hydrofiner (including amine treatment, sulplur 
recovery and sulphur pelletisation unit) 

• UOP designed Isomerisation Unit 

• Crude Oil Desalter and Waste Water Treatment 

• Blast Resistant Control Building 

• LPG Storage 


Part financing the Environmental Upgrading Project has been 
requested from the European Investment Bank. 


Consideration for inclusion in the selected list of tenderers will 
only be given to contractors with previous experience in the 
design, procurement and construction of refinery of petrochemical 
projects. In particular, it will be imperative for any contractor 
to be considered to have had experience in the design of 
Isomerisation Units employing UOP licenses and Hydrofiner 
Units, in addition to demonstrating his ability and experience in 
Process Design Engineering. The successful contractor will be 
required to guarantee both the expected c^bcity as well as the 
forecast performance of the units concerned. 


Contractors wishing to be considered for inclusion in the selected 
list of tenderers can obtain the pre-qualificqiion questionnaire as 
well as a description of the envisaged project components for an 
amount of US $2000,00 (two thousand* US Dollars). Only 
contractors, who have responded to this not&e by 30th September 
1998, will be considered further. Such contractors will be issued 
with pre-qualification questionnaire after this date. 


The scheduled executing period for theworks is from the 3rd 
quarter of the year 2000 to the 3rd quarter of the year 200 1 and 
will be preceded by a tender and evaluation period of about one 
year. v ' 


Interested Contractors are requested to apply to Mr. G. Lambrou, 


ippiy t< 

General Manager. Cyprus Petroleum Remtery Ltd, and P.O. Box 
275, 6302 Lamaca-Cyprus, enclosing the amount of US $2000,00. 
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FOOD DISTRIBUTION GROUP HAS TO PUT ITS HOUSE IN ORDER TO RESTORE CONFIDENCE 


Booker cast adrift as Budgens snubs merger 


By David Blackwell 
and Peggy Hofflnger 


Budgens yesterday became 
the second supermarket 
group in less than a month 
to balk at a merger with 
Booker, the troubled food 
distributor. 

The supermarket group 
said that while considerable 
potential synergies and ben- 
efits were expected, the 
board had decided against 
recommending a merger to 


its shareholders. 

Budgens' statement fol- 
lows Somerfield ’s decision to 

ahanriryn talk< last month. 

Booker now appears to 
have little option but to sort 
out its problems and make a 
success of its dominating 
position in the UK cash and 
carry market 

It is understood that the 
talks with Budgens broke 
down over price. Both com- 
panies are still convinced of 
the potential annual savings 


from a merger, which one 
source estimated could have 
been as high as £30m-£4Gm 
(S50m-$67m). 

But Booker's shares have 
fallen by 57 per cent in the 
last month, making it diffi- 
cult to reach agreement on 
the level of the proposed no 
premium paper deal, 

Jonathan Taylor. Booker 
chairman, said: “I don’t 
think anyone found any 
financial of trading sur- 
prises" referring to both 


Budgens and Somerfield. 

However. analysts 
suggested that due diligence 
proceedings had put the two 
suitors off. “There is so 
doubt that the group's 
finances are causing concern 
in the City of London, and 
that cannot be sorted out 
until the management is 
sorted out.” said one. 

Mr Taylor said that now 
the group was free of distrac- 
tions it could concentrate on 
looking after its own busi- 


ness. This would include 
appointing a new chief exec- 
utive “in weeks”. 

Last week the group 
reported that first-half prof- 
its before exceptional had 
halved to Him on sales of 
£2£9bn. It was expecting to 
sell its seeds and Bsh pro- 
cessing businesses in the 
second half, and the US 
chicken-breeding arm should 
follow early next year. 

Budgens, which is 28 per 
cent owned by the German 


retail conglomerate Rewe, 
approached Booker about a 
potential merger in July but 
its proposals were rebuffed. 

Budgens was invited back 
to the table when Booker's 
talks with Somerfield 
became public just a few 
weeks ago. However, it Is 
understood that Budgens 
was unhappy about the pub- 
licity surrounding Its discus- 
sions and made them appear 
more advanced than was 
apparently the case. 


Britax ready for acquisitions 


By Peter Marsh 


Britax. the automotive 
components and car safety 
group, wants to spend up to 
£100m ($165m) over the next 
two years on acquisitions, 
after generating a 21 per 
cent increase in interim pre- 
tax profits. 

Indicating an upbeat out- 
look amid a battered engi- 
neering sector, Richard Mar- 
ton chief executive, said be 


was “cautiously confident" 
about the next year, even 
against the background of 
world finan cial turmoil 

The company - the 
world's biggest maker of car 
ext erior mirrors outside 
Japan, and the biggest inter- 
national supplier of lighting 
systems for emergency 
vehicles - announced pre- 
tax profits in the six months 
to June 30 of £ 26 .8m. 

Reflecting the sale of its 


interests in car retailing 
completed in April last year, 
sales were 18 per cent lower 
at £3 12. 7m (£382. 4ml. 

However, on the basis of 
continuing operations, turn- 
over was 36 per cent higher 
at £259.8m (£i9l.4m). This 
partly reflects acquisitions, 
but also arises from organic 
growth of 12 per cent the 
company said. Operating 
profit in continuing busi- 
nesses, which include mak- 


ing luxury aircraft seats for 
Boeing and Airbus, rose 48 
per cent to £26JSn (£17.6m). 

In car mirrors, a new plant 
in Spain is being opened 
with another under consider- 
ation in Brazil. 

Recently, Britax sold its 
vehicle leasing operations 
and also bolstered its posi- 
tion in equipment for emer- 
gency vehicles with the 
£75m purchase of US-based 
Public Safety Equipment 


Hunting beats 
expectations 


By Susanna Voyle 
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Hunting, the oQ services and 
defence group, yesterday 
showed that it was surviving 
the low oil price - and said 
it was ready to benefit when 
a recovery started. 

Pre-tax profits for the six 
months to June 30 fell 8 per 
cent to £19 Jim (831.7m), but 
analysts said the results 
were slightly ahead of expec- 
tations. with the fall in 
world crude prices less dam- 
aging than feared. The 
■shares closed up 2p at I86p. 

The company - which has 
been shedding aviation busi- 
nesses as part of a restruct- 
uring - provides marketing, 
pipeline, transport and ter- 
minal services. Its customers 
have been cutting back 
operations in the face of a 
global supply glut which has 
pushed oil prices down 
below $13 a barrel - against 
last year's average of 319.30. 


The group was also hit by 
the strength of the Canadian 
dollar as most of its oil busi- 
nesses are based in Canada. 
It hopes the ofi price will be 
above $15 within 18 months. 

Operating profit from oil 
activities fell 19 per cent to 
£l2m on turnover down 27 
per cent at E»ttm 
Richard Hunting, chair- 
man. said the results were 
underpinned by a strong per- 
formance from the defence 
division, where operating 
profit was £13£m (£lL3m) on 
turnover down almost 3 per 
cent to £246m- 
Group turnover fell from 
£7l7m to £564m. A 24 per 
cent fall in the cost of sales, 
to £480m. helped operating 
profit rise from £25. lm to 
£25 .8m. 

There was an exceptional 
charge of £3.6m for losses on 
the disposal of aviation busi- 
nesses and Hunting Techni- 
cal Services. 


COMMENT 


Booker 


Ditched at the altar twice, 
Booker cannot seem to get 
hitched. Somerfield and now 
Budgens have both con- 
cluded that a merger with 
the food distributor was not 
in their shareholders* inter- 
ests, notwithstanding the 
considerable synergies avail- 
able. With its shares in free- 
fall - underperforming the 
market 55 per cent since 
before the Somerfield talks 
were revealed - Booker is in 
crisis. Its most pressing need 
is to restore shareholder con- 
fidence that there are no 
financial black holes. Proba- 
bly the best way of achieving 


Booker 
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Restructured Delta slips to £23m 


By Michael Peel 


Delta, the electrical and 
engineering services group, 
said it was starting to see 
benefits from its extensive 
restructuring despite a fell 
in interim pre-tax profits 
from £33. lm to £23.2m 

Analysts downgraded their 
profits forecasts for this year 


and next after the group 
revealed it would incur 
restructuring costs of £4m in 
both 1998 and 1999. The 
group said the changes 
would eventually yield 
annual savings of £8m. 

Jon Scott-Maxwell, chief 
executive, instituted a three- 
year restructuring pro- 
gramme after he joined the 
group in December 1996. He 


wanted the group to focus on 
four areas - electrical pro- 
tection, such as switchgear 
and circuit-breakers, galvan- 
ising. plumbing products 
and the manufac ture of man- 
ganese products for bat- 
teries. 

Delta said its underlying 
performance and the effect 
of restructuring Had been 
obscured by the strength of 


the pound and the economic 
problems in Asia, which had 
depressed profits for the 
half-year to July 4 by £i0.5m. 

Mr Scott-Maxwell said the 
industrial services division, 
had shown good improve- 
ment after the group 
changed the management 
and invested in new plants. 
Its pre-tax profits rose 44 per 
cent to £14ra. 
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Investors and Investment Managers, this Is the 
one opportunity you should not miss: a three-day 
gathering. In one of Europe's most beautiful cities, 
of representatives from up to 50 of Europe’s 
biggest quoted companies. Just imagine the 
opportunities to meet, discuss with and influence 
these CEOs and CFOs, key decision makers in the 
global Investment community and leaders of a 
US$5 trillion European market. 


European Investment Congress, 

Congress Secretariat, 

c/o Meeting Makers Ud, 

Jordan hill Campus, 

76 South brae Drive, 

Glasgow G* 3 tPP, UK. 

Tel: +44 (o) 141 434 1500 Fax: +44 (o) 141 434 1519 
Email: eic98Omeetlngmakersxo.uk 
Web: http://wwwsfvxrs.uk/ek 


Mr/Mrs/Ms Forename. 
Surname 


This event is a first for Europe. The timing is right 
too, with European equity markets on the brink of 
major change. The Euro and the Single Market 
Programme will encourage integration and fuel 
the huge potential for growth in European 
markets. So call now or complete and return the 
form opposite for your invitation to register. 


Designation/Job Title. 

Organisation 

Address 


Town/City. 
Country__ 
Tel 


.Post /Zip Code. 


Fax. 


The European Investment Congress: it’s the one. Email. 
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this would be for the Stock Exchange to request a statement. 
If there is any material new information. Booker could 
divulge it Otherwise it could say it knows no reason why its 
shares should have fallen to such an extent 
Debt levels, at more than lVi times market capitalisation. 
»igq need to come down rapidly. Interest cover of less than 
two rime*; is uncomfortably tight. Achieving a decent price 
for the various non-core food manufacturing businesses that 
have sensibly been put up for sale should be a start on this 
front But to achieve all this, Booker needs to appoint a chief 
executive to fill its management void. In the absence of firm 
leadership, the loss of key staff will make Booker’s underiy- 
ing problems in its cash and carry business all the more 
intractable. One consolation for shareholders, however, is 
that Booker would be unlikely to remain independent for 
long if the share price fell much further. Third time lucky, 
perhaps. 
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GKN/AMs 

Wily Alvis has picked up CRN’s armoured vehicles business 
on the cheap. Adding £i5m net working capital liabilities to 
the £63m in Alvis shares received means GFCN has sold out 
for less than half 1997 sales and under four times operating 
profits. And though sales are set to dip in the next few 
years, the business includes participation in the crucial 
MRAV battlefield taxi order. 

GKN shareholders will enjoy the economic benefits of the 
merger - some £5m annual savings as well as improved 
prospects of winning orders in the UK and overseas - 
through their 29.9 per cent stake. But it would have been 
better to quit the business altogether. Building up core 
growth areas in pallets and powder metallurgy would be 
preferable to sitting on such a passive stake. 
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EURO PRICES 


EQUmES 


G 7 intervention doubts raised 


By Ptiffip Coggan, 

Maritrts Bfltor 

European equity markets 
lost ground yesterday as 
doubts emerged about the 
likelihood of concerted G 7 
action to cut interest rates 
and avert a global recession. 

Hans Tietmeyer. the Bund- 
esbank president, said yes- 
terday that Monday's G7 
statement should not be 
seen as a prelude to con- 
certed rate cuts and that 
there was no reason for 
European rates to be 
reduced. 

However, Investors were 

FI$E Emotop3QQEurobloc 

tad*. •:. •- 


far from despondent and 
bourses held on to the 
majority of Monday's 
healthy gains, with Paris 
down wily 0.3 per cent. 

The FTSE Eurotop 100 
index fell 16.92 or 0.7 per 
cent to 2,460.07, while the 
broader Eurotop 300 index 
dropped 8.73 to 1,069.36. The 
FTSE Ebloc 100 index, com- 
prising stocks in countries 
which plan to join the single 
currency, dipped 5.95 to 
887.94. 

The best performing sector 
was extractive industries, 
which jumped 3^ per cent. 
Rio Tin to gained Ecu 0.40 to 
Ecu 954, with the help of 
reported buying interest 


from the US and share buy- 
back activity. 

But that was one of the 
few sectors to be up on the 
day. Breweries, pubs and 
restaurants fell 3.6 per cent, 
with Whitbread dropping 
sharply in the last few min- 
utes of trading to be down 
Ecu 050 at Ecu 11.11. 

The healthcare sector was 
another to Ml more than 3 
per cent, thanks to the vola- 
tile Nycomed Amersham. 
down Ecu 050 at Ecu 5.43. 

The engineering sector 
was hit by disappointing 
profits from Micbelin, the 
French tyre group, where 
the shares fell Ecu 4.40 to 
ECU 37.46. 
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CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


In pharmaceuticals, 
Khtoe-Ptralesnc fell Ecu 3.40 
to Ecu 37.41 on problems 
with the group's US joint 
venture Centeon. 

Mean while Credit Suisse 
First Boston warned that 
recent dollar weakness could 
be bad news for European 
bourses. ‘The long phase of 
dollar strength and D-Mark 
weakness has been a key 
driver of earnings momen- 
tum in continental European 
markets. 

“If the prevailing dollar/ 
D-Mark rate is sustained, we 
believe there is a significant 
risk analysts will move into 
a downgrading mode in the 
months ahead." 
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Bayer Corporation, Pittsburgh, USA I 

DM 375,000,000 1 % Deutsche Mark Bonds of 1998. dne 2001 j 

exc h a nge able into share* of Bayrr Ak ri c n ggellschaft > 

Genian Security Idendficatlon Number- 134410- | 

Notice of Optional Redemption J 

Bayer Corporation, Pittsburgh, U.S.A, hereby gives notice in I 
accordance with $ 3 of the Conditions of Issue thai h shall redeem aD ■ 
mwt nding Bonds of the above Issue on October 15, 1998 at their [ 
Amortised Principal Amount of DM 4.610 - for each DM 5,000 - I 
principal amoral of Bonds. I 

Payment on the Bonds will be made oo or after October 15. 1998 J 
a gainst surrender of the Bonds with Coupons falling due on or after I 
October 15. 1999, in Germany at the Principal Paying Agent being | 
Deutsche Bank Aknengesellschaft, Frankfurt am Main, and outside | 
Germany at the Paying Agon, being Basque de Luxendxmg SA. . 
Luxembourg, in accordance with the CotxBdoos of Issue, lnteres due : 
an October 15. 1998 wiO be paid separately against surrender of the I 
respective Coupons. S 

The Bonds shaft cease to bear Interest as of the end of October 14, J 
1998. The unvumt: of nussing Coupons shaft be deducted from the I 
principal | 

Each Bondholder shall have die right to exercise his exchange right j 
(to exchange each Bond with a principal amount of DM 5,000 - Into 1 
61-27 common shares of Bayer Aktiengesellsc h afi. Leverkusen) in | 
accordance with $7 of die Conditions of Issue. All preconditions in ■ 
accordance with $7 of the Conditions of Issue have to be fulfilled by • 
October 14, 1998 at the latest: in particular, the Bondholder shaft have J 
delivered an Exchange Notice and shall have trans f erred his Bonds to I 
the account of Deutsche Bank AG. Escfabom. as Principal Exchange I 
Agent, with Deutsche BOrse Clearing AG. Rrankfnrt am Main. s 


Pittsburgh, September 1998 


BAYER CORPORATION 


FX CONCEPTS 

V\te am pleased to annoiMKQ that Wifour Kim 
has joined the company as 
Senior Vice President in charge of 
Investment Management Marketing and Safes 

712 Fifth Avenue 
New Yorlc, NY 10019 
(212)554-6800 
(212) 554-8900 Fax 


Financj^i Timt". Siirvi'W. 


Jersey 


Friday November 13 

For 1i:r;hnr inforrpation 
I'.lr.vse cmt.rct; 
fttitli Swoo^ton: 

Tel: ^44 I4S3 263882 
Fj.r.' ,44 1483 27W63 
eiTiail: 

rirtFi.swo--.ionOiliichill.riirrTHHi.co.uK 

FINANCIAL TIMES 

No Fl, no comment 


VXULEDB PAJRXS 
PRF 1 200 000000 FIXED 
SATE BONDS 5.75% 
DUE 2000 

BEN CODS XSOOK774393 
CODE SICOVAM 19944 
Pwsnam lo the Terras and 
Conditions of the Bonds, 
noice is hereby given lo the 
Bondholders, riot FRF 63 020 000 
have been repurchased on 
September 11, 1998 by 0 k issuer 
for cocceUatiosL 

Nomuaii ouoaaodine i 
FRF! 136980000 
T HE FISC AL AGENT 
SOQETB GENERALS 
BANKA naOSTSA. 

1 1ris, AVENI® EMILE BE01S& 
L4I42D LUXEMBOURG 


BBL 


THE BATAVIA FUND UMTTED 

To the hokters of Warrant IDRS 

Ybtir adanOon to drawn to yoir right w subscRw tor ordfovy shanas of 
USS 0-01 each c4 the Company ftho "OrrSnary Shares^ on the basis of 
ZOO Onflnaiy Shares lor every Warrant IDR hakL TWs nght may bo 
axaitised In ttw mamv set out bakm benmonlS* SafAsmber 1996 and 
14* October 19BB (the "1B98 Subscription Period"). 

In order to detetmina whether or not to exercise your subscription right this 
year, It may be of asststanco In know mat the ne» asset value per share lor 
the QrrSnary Shares on 11* September 1998 was USS ZJ23. 

Appficatkm w* be matte to the kWh Slock Exchange Limited tor the 
OrrSnary Shams alamd pursuant to the amnase ol the n&scnpuon rtghrs 
to be acknifled to the Official List. 

hi order » exorcise your subscrlpdon rigMa a request should be made to Bank 
Brussels Lambert, Brussels, Capital Maifcate Support • mm ol John Croon, by 
completion o( a Depositary VWuranl Exercteo Notice witch may be obtaJrvxJ 
on requosT from BBL and deflvsty ttweoi to BBL on any BuSneas Day witLri 
the 1898 Subecrlp ll on Period, accompanied by sBacttw payment c4 
USS 2£0Q per Warrant OR to be nxBtpiced. 

Yourattentton to hatfier drawn » Bw.CdndMon 20 of the Warrants when 
provides that within 7 days fohwring the final Subs cr ip t ion Dan the Fund w4i 
appoint a Trustee who, provided that in Ns opinion the net proceeds of sate 
after deduction ol all costs and expenses Inasrad by him wM exceed the 
cost ol subscrip t ion, shall within 14 days following the final Subscription 
Date exercise such Subscription Rights as have not been exerosud an die 
terms on widen the same could have boon exercised on the fine! 

SubscnpUon Date on behalf ol Ihe Wfarranthoktere and sel to the market the 
new OttBnary Shanas acquired on such sub s cri p ti on . The Trustee shaB 
cfistfindB pi) rata the proceeds less such subsofpOan and other costs and 
expenses to tho persons entitled thereto, it n» Trustee shaa not so 
determine, the outstanding warrants wfl lapse at the expiry of the period 
14 days Mowing Pie final Subscription Date (28* October 1998). 

Depositary: Bonk Bruseeta Lambert 
Avenue UemK, 24 
1000 Brussels 



EUROPEAN INVESTMENT BANK 

m 1,000,000,000,000 frn 1995-2000 

In accordance with the provisions of the Notes, notice is herein 
given 3S follows; 

• Interest period; September 15. 1998 to December 15. 1998 
■ Interest payment dale; December 15. 1998(91 days) 

• Interest rate: 4.74297^ per annum 

• Coupon amount: ITL 59,946 per note of m. 5.000.00U 

ITL 599.459 per note of ITU 50,000,000 


Agent Bank 


BAN QUE INTERNATIONALE 
A LUXEMBOURG 


CHEVY CHASE MASTER CREDIT CARD TRUST II 

UUS-$13SX'00,000 

Claw A Floating Rate Amst Sacked Cer ri ficatna. Series 1995»B 
U,S-$li,000^)00 

Class B Floating Rate Asset Backed Certificates, Scries 1995-B 


n«i • Iniemt Atmpil Rate CmpnaAnnant 1U5D) 

A 5.HWMA U5LSe7I.»l30 

B 5.0W84PX, US4W.5W40 

UKvDeUTBBtosimDair. 1IWIWB 

AccmVftW 154JS/1W8 w KdOnOW 

Dm In Accrual FniuiL- 50 

These In ciki Accrual ELn ci and Ct<OfK«AniinncialnU be in«i when detenmnni; 

ihe M e n u p^HurnTburvlfe. Ortuhei 15. IW 

Bankers That Company 
bSwb 

Scfxcmber Wsl9to» 


upnq Amnmr |l!SD) 
UAieTt.WlxO 
US4W.5W4C 
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August inflation figures help gilts 


GOVERNMENT BONDS 


By Khozem Merchant 
and Edward Luce in London 
and John La bate in New YorK 


UK gilts rallied on the back 
of overnight comments from 
the Group of Seven industri- 
alised countries indicating 
the possibility of a co-ordi- 
nated strategy of interest 
rate cuts, and the release In 
the morning of better than 
forecast UK inflation figures 
for August 

Underlying the strengthen- 
ing in gilts was the continu- 
ing global economic gloom, 
which favours the bond mar- 
ket's status as a safe haven. 

The December future con- 
tract in the 10-year gilt 
closed 0.46 points higher at 
114.03. The yield on 10-year 
gilts was 5.13 per cent in late 
afternoon trading, with the 
spread to bunds at 120 basis 
points down from 123 points 
on Monday. Nearly 57,000 
contracts were traded, more 
than double the previous 
day's total. 


UK Inflation fell in August 
with the underlying rate hit- 
ting the government’s target 
of 2.5 per cent for the first 
time since January. 

Coming on top of recent 
economic data, such as the 
Confederation of British 
Industry's distributive 
trades survey last week, 
which reported a slippage in 
retail optimism, the RPI data 
was seen as a boost for gilts. 

Eddie George, governor of 
the Bank of England, failed 
to impress the markets in a 
speech to the Trades Union 
Congress annual conference 
in which he played down the 
likelihood of the UK slipping 
into recession. 

Mr George’s attempt to 
play down expectations of a 
cut in short-term interest 
rates clearly failed to con- 
vince the markets, said 
James Mitchell, senior strat- 
egist at Nomura. 

The 10-year bund was out- 
shone by its UK counterpart 
yesterday in a relatively sta- 
ble trading session. Never- 
theless, comments by Hans 


Add-ons meet 
strong demand 


I NT^NAl^pjN^^ BONDS 

By Vincent Boland 


International new issuance 
came back to life yesterday 
in a cautious market, with 
investors only willing to con- 
sider supporting tripIe-A bor- 
rowers in current conditions. 

A notable result of the 
market climate is the trend 
among issuers to add liquid- 
ity to existing bonds through 
add-ons. which were a fea- 
ture of yesterday’s activity. 

“It is very difficult to bring 
a big new issue in this mar- 
ket; add-ons tend to be better 
received,” a bond syndicate 
banker said. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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10 YEAR BENCHMARK SPREADS 

Spread Spread 
BO W « 

Sep 15 Yield Bund T-ftwHa 

KKraRa 529 *121 *045 Hew Zealand 

Austria 426 +02B -0.58 Noway 

Belgium 435 *037 -0.49 Pnrtupl 

Canada 527 +129 *0.43 Spam 

Pewrarlt 464 *066 -020 Sweden 

FaS«J 441 *043 -0.43 SwftEtland 

France 4.13 *020 -066 UK 

fiemranr 328 - -0-86 US 

(retold +tt42 -0.44 ECU 

Bely 4.50 +022 -0.34 Sara Hmcfl 

Jacwi 1D1 -2.97 -183 lontm Cbung. 

Nematmfc 4 15 .0.17 -069 AmoM vfeU 


Spread 
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Tietmeyer, president of the 
Bundesbank, pouring cold 
water on expectations of a 
co-ordinated interest rate cut 
by the G7 central banks, did 
little to damp demand for 
bunds. 

The December futures con- 
tract rose by 0.28 points to 
close at 113.70 in Frankfurt 
with volume of almost 
500,000 contracts. 

Alison Cottrell, interna- 
tional economist at Paine- 


Webber, said the market had 
eyes only for the testimony 
by Alan Greenspan before 
the US Congress today. 

Mr Greenspan is expected 
to give a dear indication of 
the US Federal Reserve's 
likely response to the global 
markets turmoil. The for- 
ward markets have already 
priced in a reduction in the 
US Fed funds rate before 
December. 

“There are very few eco- 
nomic events in the near 
future that will divert the 
market's attention from 
what the policy-makers are 
saying in Washington." Ms 
Cottrell said. 

The German Ifo survey of 
business confidence, which 
is published later this week. 
Is unlikely to have much 
impact on sentiment, she 
added. 

US TREASURIES were 
little changed after the 
release of new retail sales 
figures. 

By early afternoon tbe 
30-year Treasury, the bench- 
mark for long-term interest 


rates, was unchanged at 1 04. 
yielding 5.234 per cent. 

Treasury bills fell back, 
but shorter-term notes were 
generally a little higher. The 
10-year note was up & to 
105%. yielding 4.855 per cent 
while the two-year note was 
& higher at IQOg, yielding 
4.684 per cent. 

Although prices remain 
close to historic highs, trad- 
ers say trading has eased, 
although it remains range- 
bound. 

“The market bas changed 
quiet a bit.” said Ken Fan, 
US bond strategist at Paribas 
Capital Markets. “Now 
you're seeing better sellers 
at the highs instead of buy- 
ers on the dips.” 

In a busy week for new 
economic releases, retail 
sales for August were shown : 
to have risen 0.2 per cent, 
while the July figure was 1 
revised to a 0.6 per cent 
decline. 

Data on consumer prices 
and industrial production i 
are due to be released later , 
this week. i 
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By Stefan Wagstyi, 
East Europe Eddor 


New international bond issues 


The TENNESSEE VALLEY 
AUTHORITY, the big US 
power agency, was a case in 
point. It provided the day’s 
most liquid issue with a 
$500m add-on to the $lbn, 15- 
year bond it launched last 
March. That was the AAA- 
rated TVA's first global 
issue since 1995, and was 
brought to the market at 45 
basis points over the 10-year 
US Treasury. 

The new tranche had a re- 
offer price of 69 to 70 basis 
points over the Treasury, the 
trading level of the original 
issue in the market About 
one-third of the issue was 
bought by European inves- 
tors, some of which were 
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buyers of the original deal 
coming back to top up their 
holdings. 

A banker at Lehman 
Brothers, lead manager, said 
there were two themes in 
the market “There is contin- 
ued demand for AAA-rated 
borrowers - they seem to be 
the only issues that are 
working In the current cli- 
mate. And investors con- 


tinue to look for longer- 
dated assets.” 

Tbe WORLD BANK also 
returned to the market to 
reopen its $2bn 10-year 
benchmark issue with an 
additional $300m tranche 
priced to yield 44 basis 
points more than the corre- 
sponding US Treasury. The 
original issue was priced at 
23 basis points over. 


One borrower that could 
bring a new global issue is 
Deutsche Ausgleichsbank. a 
state-backed German bank. 
Roadshows are under way 
for the expected $lbn deal, 
which bankers said could be 
priced at about 60 basis 
points over the comparable 
US Treasury. Lead managers 
are Lehman Brothers and 
Salomon Smith Barney. 


Moody's, the US credit 
rating agency, has down- 
graded Romanian external 
debt because of concern 
about the recession-hit coun- 
try’s economic performance. 

The agency cut the ceiling 
for Romanian foreign cur- 
rency bonds and notes from 
Ba3 to Bi. 

Moody's said Romania 
would need to raise S4bn 
overseas next year, which 
coaid prove diffi cult given 
the current international 
financial environment and 
the absence of an Interna- 
tional Monetary Fund agree- 
ment for Bucharest. 

Political arguments were 
holding up economic reform, 
including privatisation, 
while recession was harming 
the country's ability to gen- 
erate foreign exchange, the 
agency said. 

hi 1997, a $L2bn inflow of 
foreign direct investment 
financed nearly half the 
country’s $2.4bn current 1 
account deficit. 

This year, the deficit had 
grown to a forecast $2.5bn- 
SL9bn, but direct investment 
inflows were below jsoonx , 
and portfolio Investment was 
negligible, said Moody’s. 

However, the proposed 
sale of 35 per cent of Rom 
Telecom, the telecommuni- 
cations utility, to a foreign 
investor would partly allevi- 
ate the problem. 

Meanwhile, the last IMF 
stand-by agreement expired 
in May with only S170m of 
$41 Om disbursed - the fifth 
stand-by loan to end prema- 
turely because of a failure to 
implement reforms. 

The government had to 
devise comprehensive 
reform plans before the IMF 
could start smother pro- 
gramme, said Moody’s. 


to inflation 


By Khozem Merchant 


France yesterday became the 
first euro-zone country to 
issue infla tion-linked bonds, 
in the country's latest 
attempt to put itself forward 
as the benchmark issuer 
after European monetary 
union. 

The 10-year FFr24bn bond 
equals Italy's 10- year bench- 
mark bond as the largest 
euro-de nominated transac- 
tion this year. Known as an 
OATi, the French deal was 
lead-managed by Barclays 
Capital. BNP and SG. and 
priced to yield 2.98 per cent 
- at the lower end of the 
indicated range. Strong 
demand had pushed the 
yield down to 2JM per cent 
by late yesterday, analysts 
said. 

Domestic investors 
accounted for 80 per cent of 
distribution, the French min- 
istry of finance said. Pension 
houses and insurance groups 
from the UK and continental 
Europe led the way among 
non-French subscribers. 

The OATi issue underlines 
France’s determination to 
become the benchmark 
issuer in the euro-zone, 
which comes into being next 
January, by offering inves- 
tors a wide and sophisticated 
range of securities. Two 
years ago it unveiled the 
Tec-10, a long-term issue 
paying floating-rate coupons 
based on the LO-year OAT 
bond. The OATi issue will be 
redenominated into an 
£4.0bn issue on January 4. 

Analysts said yesterday's 
Issue could help lower 
France's cost of borrowing. 
By buying inflation-indexed 
bonds, investors would no 


longer require a premium to 
hedge against the risk of 
unexpected inflation* 

As well as introducing a 
choice of different types of 
government bond, France 
has also led the way in 
developing the auction pro- 
cess and launching a system 
of primary dealers. 

The OATi wifl form only a 
tiny fraction of France’s 
tradable debt, which 
amounts to FFr3^Q0bn. But 
analysts said the more cru- 
cial factor was its share of 
total annual bond issuance. 
Gross French government 
bond supply is likely to total 
FFr590bn in 1998 and the 
OATi component “will form 
a limited part of our debt", 
the French Treasury said. 
Analysts said the figure 
would be 5 per cent to 8 per 
cent at FFr30bn to FFrSObn. 

French officials said tbe 
strong investor response 
would lead to a first auction 
before the year-end. proba- 
bly in November. 

In the UK, which is out- 
side the first wave of coun- 
tries joining the single Euro- 
pean currency, inflation- 
linked bonds account for 30 
per cent of gross funding 
requirements for the 12 
months ending March 1999. 

In the US. the share is 6.7 
per cent while in Sweden, 
which is also opting out of 
the first wave of Emu. the 
proportion is 40 per cent 

The positive investor 
response is Ukely to encour- 
age several other euro-zone 
countries to issue inflation- 
linked bonds. Germany is 
considering doing so, as are 
Italy and the Netherlands. 
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D-Mark up as Tietmeyer rejects cut 


miNK^RBipRT 
By Sfraon Koper 

The dollar feu against the 
D-Marfc on fresh signs that 
the US might cut interest 
rates while Germany would 
not 

Hans Tietmeyer, president 
of the Bundesbank, said: "in 
Europe, no reason can be 
seen to relax monetary pol- 
icy." That quashed the 
notion that Germany would 
join any coordinated move 
by the Group of Seven Indus- 
trialised nations to cut rates. 

Many in the market had 
decided on Monday that 
SUCh a move was imrninffq t. 
after the G7 warned of the 
threat to global economic 
growth and noted that infla- 
tion was low or fairing in 
many countries. President 
Bill Clinton had added: "The 
industrial world's chief pri- 
ority today plainly Is to spur 
growth." This month both 
the Federal Reserve and the 
Bank of England have 


POUND SPOT FORWARD AGAINST THE POUND 
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hinted at rate cuts, and last 
week Japan reduced its over- 
night call rate. 

However, Mr Tietmeyer 
said: “it would be wrong to 
see it (the GTs communique) 
as favouring a general lower- 
ing of interest rates." Euro- 
pean domestic demand was 
Improving strongly, and the 
international financial com- 
munity should not take the 
lead in helping troubled 
countries, he said. 

The D-Mark gained 1.6 pfg 
against the dollar and 8.2 
pfgs against the pound to 
dose in London at DML687 
and DM2JJ24 respectively. 

Brazilian shares jumped 
and pressure on the besieged 
real eased further thank* to 
the GTs talk of support for 
emerging market economies. 
However, the capital outflow 
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from Brazil in recent weeks 
has amounted to glbn^2bn a 
day, and the country's for- 
eign exchange reserves total 
only about $ 60 hn. 

■ Mr Tietmeyer's remarks 
made sense, because the 
world needs a US rate cut 
more than a German one, 

says Avlnash Persaud, 

global head of foreign 
exchange research at J.P. 
Morgan in London. 

He notes that the region 
most at risk of finanmai col- 
lapse is Latin America. A US 
rate cot would ease pressure 
on its currencies, by soften- 
ing the dollar and helping 
the Latin Americans to 
lower their punitive interest 
rates. A German cut would 
make little difference to Bra- 
zil, says Mr Persaud. 

Some; note that the Fed 
usually ^ets rates for domes- 
tic reasons rather than from 
any sense of International 
altruism. But Mr Persaud 
says a collapse in Latin 
America, which accounts for 
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almost 20 per cent of US 
trade, would be a most 
domestic issue for the US. 

Such proportions may 
mean that Latin Ame rica is 
too big to toil. The same was 
said of Russia, but its status 
in the global economy was 
always tor more modest 

Mr Persaud warns that 
Latin America is still not 
safe. No investors are put- 
ting money back into emerg- 


ing markets yet. And Latin 
America, with its large cur- 
rent account deficits, needs 
constant inflows to defend 
its currencies. 

■ The pound was hit by 
news that the UK's core rate 
of inflation fell to its target 
of 2-5 per cent in August 
Most in the market think the 
Bank of England will cut 
interest rates next month. 

Yet Eddie George, the 
Bank's governor, was more 
cautious yesterday. “The 
deterioration In the interna- 
tional economy could 
increase the risks of infla- 
tion falling below the tar- 
get," he said. “That's still 
not the most likely outcome 
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in the eyes of most of us (on 
the Bank's monetary policy 
committee). But recent inter 
national developments have 
at least reduced the likeli- 
hood that we will need to 
tighten policy further.'’ 

Crucial average earnings 
data appear today. 

■ The rouble yesterday rose 
briefly to near its pre-col- 
lapse level of a month ago, 
pushed up by Russian banks 
who had to repay foreign 
investors in dollars on con- 
tracts that expired yester- 
day. It hit RsT.5 to the dollar, 
compared with its old 
pegged level of about Rsfi. 
However, as soon as the 
banks had paid up, it fell to 
about Rsl2£ to the dollar. 

Most of the contracts had 
been agreed at a rate of 
about Rs6. With the rouble 
dropping below Rs20 in the 
past fortnight, tbe banks bad 
risked making large losses. 

Given that Russia is likely 
to print money, the rouble's 
future looks grim. 
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Power and Potential 

lowering the future prosperity of Konsai, one of the world's largest industrial 
regions, is an energy company that is not only efficient , but also has solid potential 
for the future. Here are just a few facts about Kansai Electric, a prominent electric 
utility in Japan. 
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FACT ONE: Operating Results 
We increased our operating revenues 1.9% and 
operating income 92% in fiscal 1997. 

FACT TWO: Future Growth 

Electricity sales have enjoyed steady growth, and 
we project sales increases of mote than 2% per 
annum over the next 10 years. 
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FACT THREE: High Quality 

Power interruption of only 4 minutes per 
customer for the whole of fiscal 1997 is the lowest 
among the 10 investor-owned decuic utilities in 
japan, and amazingly low on a worldwide scale 

FACT FOUR: Low Rates 
Among the same 10 utilities, our highly 
competitive electricity rates arc the second lowest 
for residential service and the third lowest for 
commercial and industrial service. 
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COMMODITIES & AGRICULTURE 


Harder edge seen in wheat market 


By Pam Sotanan 


Although wheat markets 
remain depressed, there has 
been some evidence that the 
market may be bottoming 
out. according to the Inter- 
national G rains Council. 

"Although the global sup- 
ply and demand outlook 
remained largely bearish, 
news of major flooding in 
China and a significant cut 
in Russia's crop forecast 


T he Polish government's 
new five-year coal 
restructuring plan sees 
the loss-making coal produc- 
ers in the southern region of 
Silesia, which have helped to 
turn the area into an Indus- 
trial wasteland, returning to 
profit within three years. 

They are to shed 105,000 of 
the 246,000 people they 
employ. Overall, coal 
production is to be cut from 
last year's 137m tonnes to 
about 220m tonnes a year as 
productivity rises 41 per 
cent over the period of the 
plan. 

However, at the same 
time, thousands of jobs will 
be lost in the Silesian steel 
industry and the transport 
sector is set for heavy redun- 
dancies. 

These developments will 
radically change a regional 
labour market that has been 
one of Poland’s lowest unem- 
ployment areas. 

Ryszard Pojda is managing 
director of Rudzka Coal, 
which is one of the indus- 
try’s seven coal producers. 

The company mines 50,000 
tonnes of coal a day and 
employs about 24,000 people, 
but once the restructuring is . 
completed in 2002, Mr Pojda 
expects to be producing 
43,000 tonnes a day with 
15,000 workers. 


gave a slightly harder edge 
to a market otherwise 
almost bereft of buying 
interest," the council says in 
its Grain Market Report 

World wheat production is 
forecast at 593m tonnes for 
1998, just below the record 
609m tonnes last year. 

The IGC says Russian har- 
vests are continuing more 
slowly than last year, and 
intense heat and drought is 
affecting 37 of Russia's 89 


So far, Mr Pojda says, the 
redundancy scheme, in Force 
since June 1. has attracted 
some 1.000 volunteers at 
Rudzka. Most have accepted 
a lump sum of 44.400 zlotys 
($12,231). This compares' with 
miners' average monthly 
wage of just less than 2,000 
zlotys. 

Others have chosen a five- 
year pre-retirement "holi- 
day" at 75 per cent of their 
basic wage. Only a few have 
elected to retrain. 

The miners’ enthusiasm 
for the redundancy scheme 
has caught the government 
by surprise. It had originally 
budgeted for 12.000 redun- 
dancies this year at a cost of 
505m zlotys. 

However, since June more 
than 10,000 people have 
come forward. With new 
candidates applying at a rate 
of 500 a week, the govern- 
ment is going to have to find 
an extra 250m zlotys at least 
this year. 

Overall, the redundancy 
scheme is to cost the govern- 
ment 4J3bn zlotys over the 
entire five-year period 
(although part of the cost 
will be borne by $lbu of 
World Bank loans over three 
years, which are now being 
prepared). 

The steel industry also 
faces a halving of its 90,000- 


growing regions. China is 
expected to produce 109m 
tonnes this year compared 
with 123.3m tonnes in 1997. 

By contrast, European 
Union wheat production is 
expected to rise 8.3m tonnes 
to 103.4m tonnes, with 
France on course for a 
record harvest of 38m 
tonnes. US production is put 
at 69m tonnes, only slightly 
above last year’s 68.8m tonne 
harvest. 


strong workforce over the 
next few years and the steel- 
workers ’ unions will no 
doubt want to see their 
redundancy package match- 
ing the miners' scheme. 

However. Wilhelm Kirsz, 
managing director at the 
Labedy steel works and the 
head of the Steel Employers 
Association, criticises the 
coal plan. 

"Giving employees one-off 
redundancy payments is just 
a trick," he says. “We will be 
asking the government to 
devote 60 per cent of the 
redundancy funds available 
to job creation and to band 
the rest to those who are 
laid off." 

Bohdan Lukaszewicz. head 
of Modloz, a labour monitor- 
ing unit based in Gliwice. 
agrees. He says Silesia faces 
the prospect of social unrest 
if all the available money is 


Wheat consumption is 
forecast at 602m tonnes com- 
pared with 588m tonnes last 
year. World stocks are esti- 
mated to fall to 122m tonnes 
from 132m tonnes, 

The IGC says world trade 
will remain almost static at 
94.2m tonnes compared with 
94.9m tonnes in 1997. 

"It is interesting to note 
that the static level of trade 
is forecast in a year wheu 
production in traditional 


merely pumped into redun- 
dancy payments. 

“Those who take the lump 
sum will soon spend the 
cash on cars and doing up 
their homes. Once it is gone, 
they will line up at the 
labour exchanges." he says. 
Others on the redundancy 
“holidays" will be recruited 
by the local grey market or 
will travel to Germany to do 
casual jobs there, he adds. 

I n the Knurow area, 76 per 
cent of the workforce 
works in local mines. Knu- 
row is an area of low unem- 
ployment, but faces 6,000 
redundancies. 

Romuald Myga, mayor of 
Knurow, says the Job cre- 
ation provisions in the coal 
plan are not enough. They 
include a two-year waiver of 
the national insurance pay- 
ments employers would nor- 


importing countries actually 
declined by over 20m tonnes, 
reflecting the high level of 
stocks in countries such as 
China and the sharp decline 
in use in centrally planned 
economies such as Russia," 
the council says. 

On coarse grains, the IGC 
forecasts world production 
at 905m tonnes compared 
with 904m tonnes last year, 
with consumption at 895m 
tonnes against S8lm tonnes. 


mally have to pay for every 
former miner they take on. 
In addition, there will be 
some further funds for locali- 
ties where mines have been 
closed. 

At the Rudzka coal com- 
pany, Mr Pojda is hoping the 
projected east-west A4 
motorway, set to run near 
his soon-to-be-closed mining 
areas, will attract outside 
investors and brochures are 
being prepared to lure them. 

However, the sweeteners 
Mr Myga and Mr Pojda can 
provide will fall far short of 
those that Opel, the German 
vehicle maker, wrung out of 
Poland's government two 
years ago as the price for 
locating a plant in nearby 
Gliwice. That plant came on 
stream this month with a 
2,000-strong workforce. Few 
of them, though, are former 
miners. 


Record 
volumes 
in white 
sugar 

By Paul Sotanan 


White sugar futures set a 
new record for dally volumes 
on the London International 
Financial Futures and 
| Options Exchange yesterday, 
with 11 ,244 lots traded. 

The record comes as sugar 
prices stand at about $215 a 
| tonne, their lowest for 10 
years. The previous daily 
volume record of 10,627 lots 
was set on April 14. A lot is 
50 tonnes of sugar. 

"1110 market for physical 
raw sugar is quiet at the 
moment so traders may be 
seeing better liquidity in 
physical white sugar.” Liffe 
said yesterday. “There has 
also been an increase in fund 
business, and some activity 
ahead of the expiry of the 
October contract" 

In spite of the heavy vol- 
umes, sugar prices were 
largely unchanged yester- 
day, with the most actively 
traded December contract at 
$216.10 a tonne at the close 
of trading, against Monday's 
close of S21&30. Prices have 
fallen sharply in the past 
year due to oversupply and 
slowing demand from Asia. 

Liffe cocoa also remained 
weak, with the benchmark 
December contract touching 
an ll-week low to end down 
£20 at £1.039 a tonne. 

The crude oil market was 
subdued. On London's Inter- 
national Petroleum 
Exchange, the benchmark 
October contract for Brent 
blend was $1250 a barrel in 
late trading, compared with 
Monday's close of S12JS5. 

Traders will be watching 
today’s meeting of ministers 
from Saudi Arabia. Kuwait 
and Qatar for signs of a com- 
mitment to further oil pro- 
duction curbs. The United 
Arab Emirates said yester- 
day further production cuts 
by the Organisation of Petro- 
leum Exporting Countries 
were possible if crude prices 
did not improve. 


Poland counts cost 
of restructuring coal 

A low unemployment area faces radical 
changes, writes Christopher Bobinski 



Coal production will be cut from 137m tonnes to about 110m tomes a year as productivity rises 41% 
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NICKEL 

WMC to cut production at 
three Kambalda mines 

WMC, the Australian resources group, is to cut nickel 
production at its three Kambalda mines because of low 
world prices. WMC said yesterday it would shut the Wan- 
naway mine in October, Blair in November and Otter/Juan 
in January. Output will drop by a total of 10,000 tonnes, to 
24,000 tonnes a year. 

Nickel prices have been trading at lows of just above 
$4,000 a tonne on the London Metal Exchange recently as 
base metals continue to suffer the effects of high output 
and the Asian financial crisis. CRU International, the con- 
sultancy, has suggested that 40 per cent of western world 
primary nickel production is unprofitable at an LME cash 
price of 82 a pound, and prices have averaged $2 a pound 
or less for the past two months. 

“Nickel prices have permanently moved into a lower 
price band." Merrill Lynch said in its bi-weekly Commodity 
Markets Trends report. "The industry is embarking on a 
painful restructuring which some consultant engineers 
think wiH take at least five years to accomplish." 

WMC’s announcement helped nickel prices on the LME 
yesterday. Prices for three-month delivery touched 84,255 
a tonne at one point before settling back to dose at 
£4.155, compared with Monday’s close of $4,120. 

Earlier this month Falconbridge, the Canadian group, 
announced it would shut down production at its Domini- 
can Republic operation for about three months from Octo- 
ber 25, losing about 8.000 tonnes of nickel in ferro- nickel 
Paul SoJman 


FRUIT AND VEGETABLES 


Sharp fall in Indian output 

A sharp fall in India's production of horticultural crops has 
sparked a steep rise in prices and fears that the availability 
of fruit and vegetables, such as potatoes, onions, 
mangoes and grapes will fall short of the “normal nutri- 
tional needs" of the people. 

Although the normal monsoon in most parts of the coun- 
try, and the possibility that winter may set In early, have 
raised hopes that production of fruit and vegetables will 
exceed 145m tonnes in 1998-99, India’s Horticulture Com- 
mission puts the country's requirement at 233.6m tonnes. 
Daily per capita consumption of vegetables in India is less 
than 150g, compared with the ideal requirement of 280g. 

The commission, which has criticised the government for 
neglecting the horticultural sector, aims to start a produc- 
tivity enhancement programme by making available high- 
quality seeds and transferring technology to fanners. 

K. V. Peter, director of the Indian Institute of Spices 
Research, said: There is little scope to enlarge the pres- 
ent area of 5.335m hectares under vegetables, accounting 
for 2.7 per cent of the total cropped area. The only viable 
and sustainable solution is increasing productivity." 

The Bharat Chamber of Commerce said: “Indian produc- 
tivity of most vegetables being much lower than the world 
average and the scope for bringing more land under horti- 
cultural crops limited, it is only through improved agricul- 
tural practices that a significant improvement in supply can 
be brought about" Kunal Bose, Calcutta 


COMMODITIES PRICES 


BASE METALS 
LONDON METAL EXCHANGE 

(Pitas from Amalga m ated Metal Tradng) 


■ ALUMIHUM, BB.7 PURITY IS per torn) 



Cash 

3 Dribs 

Ctrae 

13415-44 5 

1372-74 

Prwtafi 

1341-42 

1371-72 

HgWow 


:i7fc«367 

AM Official 

1338-385 

13TV69 

Kara dose 


1i7« 

0pm Ira. 

294,713 


Total dafly turnover 

105,998 


■ AUNUMM AUOY IS per tonne) 


Owe 

1150-55 

1372-74 

Previous 

1150-55 

1371-72 

Hitfl/lOW 


1185/1175 

AM Official 

1146-47 

1175-76 

Kara dose 


1180-82 

Open bn. 

7.077 


Total flaHy turnover 

2371 


■ LEAP (5 per tonne) 



Close 

5145-55 

529-30 

Previous 

5105-15 

5255-6 

WgMow 


530/527 

AM Official 

516-65 

530-05 

Kera dose 


527-8 

Open mt 

37,241 


1(01 datfy Htwtt 

11.389 


■ MCKEL 0 per ttnnfl 



Owe 

4065-95 

4160-70 

Previous 

403D-4D 

4105-10 

Wgftlaw 


4250/4150 

AM Oltoai 

4035-90 

4150-55 

Keiti dose 


4155-60 

Open tri. 

61.990 


Tom UMy turnover 

25.315 


■ TW iS pn tonne) 



Qore 

5550-60 

5400-405 

Previous 

5550-60 

5400-10 

HrgfVlMI 


54305390 

AM Official 

55GO-70 

5400-10 

Kaf eta* 


5400-405 

Com ml 

14.784 


Tod davy iuncvcr 

4J40 


M SMC. special Mgh grade IS per inwei 

dost 

10135-14 5 

1038-39 

fiwous 

10105-11 5 

1035-36 

hrgfilM 


1045.-1036 

AH CftoH 

1013 5-1* 

1038-355 

Keel) c*xc 


1036-37 

Cben ml 

83,099 


T«al fc*r tmwr 

26,714 


■ COFFER, grade A IS on tonne) 


dew 

1656-57 

1681-62 

Previous 

1f465-49.5 

1672-73 

Htaitm, 


1655/1665 

AM Official 

1648-49 

16715-72 

Kera dost 


1683-84 

Open ml 

170,579 


Tool flaw amover 

67.862 


■ LME AM Oflvsti C/S rate; 1.6901 


LME doting US rate: 1.6900 



Spot I ns 3 rdK 1 660 G nh. li5S9 9 Mhe 1.6524 


■ HKH CHAPE COPPER (C0MEX1 



Sell 

PHTI 




Open 


Price 

change 

High 

Low 

VM 

tot 

Sap 

7700 

-0.90 

7730 

7550 

670 

4357 

Oct 

7685 

*1.35 

78.90 

75.40 

131 

3.169 

Mo* 

77 00 

+135 

7705 

75 60 

99 

1.589 

Dk 

77.10 

♦1.35 

77 30 

7530 

4.103 

30.034 

-tan 

77-30 

+1.35 

TO 

75.79 

n 

2.092 

Fab 

77.40 

+1.30 

7550 

7550 

ii 

1.125 

Total 






60,875 


PRECIOUS METALS 

■ UWDON BULLION MARKET 

(Prees supplied by W M Mifschfld) 

GotdfTroy Ml Spw E eqwv Sft 

Oust 3950-229 SO 

Gpewno Z8JSO-229® 

Momma to 29035 17191 405532 

AftBWfiflftx 290 85 173161 41H-H75 

ha's Ugh SUMffiill 

Day's Ion »J2fra950 

fmttsriose 2H970*I9 (l20 

Ujco Uta Hun Odd Lending Rates IVs USS) 

I manta 5.02 6 monte ..—4.00 

2 monte ._.48? 12 marths .361 

3 mantas 4,»2 

Star Rx frtrav 0 1 US as equto. 

Soot 19253 73300 

Sliver Landtag Rales 

1 month .350 6 mantas — - .. — 1.75 

2 mamba 2.75 12 monte 150 

3 monte 150 

GoU Cotas 5 Phce E equh. 

Krugenand 232-296 174-177 

New Sovereign 68-72 4141 


Precious Metals continued 


■ GPU CQMEX HOP Troy Sflrey oz.) 



Sett 

Pay's 




Open 


price 

change High 

ton 

W 

tat 

Sep 

290 6 

- 

- 

- 

- 

- 

Oct 

291 J) 

- 

292.4 

291.6 

4.591 12306 

Dec 

293.4 

- 

295.7 

2923 21307 63321 

Fen 

295.1 

- 

296.4 

2953 

224 15392 

Apr 

296.6 

- 

2975 

296.7 

10 11.839 

tan 

2985 

- 

29945 

2993 

86 15369 

Total 





2*48617*470 

■ PLATINUM KYMEX (50 Tray ta; Srtmy QZ-I 


OCt 

3HL5 

♦13 

3744) 

365.0 

1.631 10,044 

Jan 

3696 

+0.7 

3743 

3663 

497 

1390 

Apr 

370 -B 

+17 

3683 

3683 

4 

42 

JM 

371.6 

+17 

3743 

3743 

- 

19 

Total 





Z1S1 

11,785 

■ PALLADIUM NYMEX (100 Dny o*,- S/trey oz.) 


S*p 

295.00 

-5.50 29500 295 JW 

4 

85 

Dec 

290.00 

SS0 2934)0 289.00 

211 

2,700 

Mar 

287.50 

-650 

- 

- 

3 

328 

Total 





212 

3,113 

■ SAVED CQMEX (5J3QO Tray m: Coas/tw ay 


Sep 

4906 

-0.4 

4933 

4903 

26 

223 

Dec 

495.5 

-01 

502.0 

4903 

6.089 53.531 

Jan 

497.5 

-0.4 

498.5 

4963 

l 

40 

Mar 

499.3 

-03 

5013 

4983 

157 

1113 

May 

5013 

-03 

SOSO 

5053 

139 

1.695 

Jed 

503 J) 

-03 

5104) 

504.5 

22 

2380 


Total 6298 7*2* 

ENERGY 


■ CRUDE OB. MYMBt 11.000 barrels. Stan*) 



Latest Day** 


Open 


pncft cJunya HfgJn 

Low 

Voc tat 

Oct 

14.70 +028 14.75 

1432 43. WC 69929 

Nov 

(4.67 *026 14» 

14.51 27202 74.444 

Dec 

1530 +119 1505 

14.70 

8.715 74.795 

Jan 

1530 +117 15.21 

14.92 

2216 4Z61B 

Feb 

1528 +0 05 15.36 

15 07 

1.297 19.672 

Mar 

1538 -0.01 1532 

1538 

U20 1 8.405 

Total 



88,616482650 

■ CRUDE 01 IPE ra/tane 0 




6pm Day's 


Open 


price ebaaga Wan 

Low 

vm tat 

Oct 

1307 *022 tlffl 

J2J6 10.937 17.511 

Nov 

13.40 +03* 1345 

13.14 303)29 70.924 

Dec 

1167 +0.19 1170 

_ 

10.771 47.766 

Jan 

13 82 +019 1336 

1259 

1.464 36.613 

Feb 

13.90 +0.17 1396 

13.70 

2369 12.518 

Mar 

14Q9 ,0.15 1439 

13 95 

530 12319 

Total 



n/e nil 

■ HEATING 01 Ml 142.000 US gaSs., c/US galls.) 


Latret Day 1 * 


Open 


price change Wgh 

Low 

Hot tat 

Oct 

4065 +110 40.70 

39.90 

1,461 35.394 

NM 

4150 -008 4160 

40.90 

7.454 30.287 

Dec 

4230 -0.03 42.70 

4200 

2358 24.588 

Jin 

43.45 -008 4155 

43.10 

1309 24.490 

Fib 

44.10 -0 Dfl 44.25 

43J0 

1.167 18.011 

Her 

44 05 -023 44.40 

44.00 

230 16.122 

Total 



29338186309 

■ GAS 00. IPE (S/tame) 




Sett Dayl 


Open 


price change High 

Low 

Vd tat 

Oct 

122 00 -125 123 00 12130 

7.913 33.173 

NO* 

12930 -1 00 12525 123.75 

5.481 19.954 

Dec 

1272S -125 127.75 12125 

4300 39.362 

Jao 

129.75 -1.S0 130.25 139-75 

B44 16.447 

Fab 

131.75 -125 132-2S 131.00 

176 12639 

Mar 

13325 -1.50 13350 13325 

218 7.626 

Total 



21,500160313 

■ NATURAL GAS K p.QOO ttaira; penca pertain! 

OH 

12.520 -0 020 12520 12.460 

SO 3.760 

Nov 

13950-0040 13370 11950 

65 2245 

Total 



579 26420 

M NATURAL GAS NYISX (10.000 mmEta; S/Rffl&uO 


Latest Dayta 


0PM 


price change 'High 

LOW 

Vol HU 

Oct 

2060*0115 2.060 

t-315 39.327 57.547 

Km 

2335 +0.121 2335 

2.130 124S0 35,165 

Dec 

2.550*0093 1550 

2445 

5383 34361 

Jm 

2620 +0.088 2.625 

2530 

2196 31.007 

Fata 

2.495+0066 2500 

2430 

1.506 19.738 

Mar 

2.360 +0.055 2360 

2300 

1,135 17,983 

Total 



55362288719 

■ UNLEADED 0AS0LWE 



urnx itzooo us gakj cus gat) 




Latest Dart 




Open 


price change Mgh 

Low 

VOl 

lot 

Del 

43.95 

+068 

44.00 

4230 21.456 30.655 

MW 

44.00 

+035 

44.05 

43.10 13340 23.396 

Dk ' 

4425 

+026 

44.30 

4285 

2,185 10. 208 

Jan 

45.10 

+a3fl 

45.10 

44.50 

738 

3.993 

Feb 

45 55 

+0.03 

46.00 

46.00 

321 

2.134 

Mar 

46.10 

- 

46.10 

48.10 

334 

2.022 

TWsJ 





3U07 8M10 


GRAINS AND OIL SEEDS 


■ WKAT UffE 1100 tma, £ per tome) 



Salt 

Day*! 



Open 


price change Hlfpi 

Lnw 

Vol 

tat 

Sep 

71.75 

- 7350 

7250 

- 

10 

Mov 

7265 

-005 7270 

7350 

97 

2.725 

tan 

75.60 

- 7555 

7550 

120 

2241 

Mar 

77.55 

-0.05 7750 

7750 

SO 

1544 

May 

79.10 

+020 7200 

7850 

195 

1276 

Total 




514 

7563 

■ WHEAT C8T tWMflhn nin: cntaRU butafl 


Sop 

254.25 

+ 

s 

£ 

i 

770 

9S3 

Dec 

268.00 

+5.00 28350 26250 11.374 79273 

MV 

26325 

+4.75 28450 27825 

1255 25234 

May 

29325 

+5.75 29450 28825 

150 

4.776 

Jd 

303 50 

+5.00 30450 298.00 

532 

11.808 

Sep 

312.00 

+7.00 31250 30750 

25 

379 

Total 




14JB1 122JH6 


■ MADE CBT EJU) bu on cBtsfiBP bushel) 


SOFTS 

■ COCOA UffE (10 tnnne&' &tomg) 



Sett 

Day's 




Open 


price < 

tange 

Ugh 

Low 

VU 

tat 

S*P 

1006 

-20 

1016 

1010 

13 

51 

Dec 

1039 

-20 

1055 

1039 

3.718 

66*34 

Mar 

1069 

-19 

1083 

1069 

2.7D7 

40*11 

Hay 

1089 

-17 

1101 

1089 

502 

14*72 

Jid 

1109 

-15 

1119 

1108 

215 

0*96 

Sep 

1129 

-13 

1134 

1127 

661 

27.370 

Total 





8,125 770595 

M COCOA CSCE (10 tomes; S/tomed 



Sep 

1528 

-30 

1543 

1539 

11 

191 

Dec 

1563 

-21 

1570 

1560 

4583 

33.911 

Mar 

1603 

-23 

1611 

1602 

412 

18*44 

May 

1629 

-23 

1638 

1683 

34 

B.049 

Jot 

1656 

-23 

1662 

1662 

44 

1*17 

Sap 

1682 

-23 

1708 

1708 

10 

1,661 

Total 





4*49 

70,737 


MEAT AND LIVESTOCK 

■ uwomi£CMEi4ajoateanwih»» 


Sett Pay* Open 

Price change Mgh Low Vol tat 
Oct 62.125+0850 62450 61-27515320 31552 

Dec 64975 +0J25 84,475 53.4001 D. 1 54 303S 

Feb 84JJ75 +0475 64200 63J25 2.732 15.781 

Apr 65975+0925 85.125 64J50 1.501 7,647 

Jin 62550+0.100 62550 62300 498 4,937 

Aug 62350+0.100 62500 62250 250 1.25 

Total 30 958 flljflfl 

■ LEAR HOGS CM WPOQta; cemstoj 


Oct 

41.175+1.750 41250 40.050 3376 

13.904 

Dk 

40.875 +1250 40375 39300 2.737 

12281 

Feb 

45.000 +0-325 45600 44.650 

487 

5.120 

*pr 

47.050 +0.750 47^50 4M00 

98 

1,726 

JH 

55500+0.550 56000 55.400 

31 

866 

Jta 

56^400+0275 56200 55^50 

46 

489 

Total 


7,422 

3M17 


Sap 

198.75 

+100 20025 195.75 

1555 3.654 

Dk 

21025 

+225 21250 20720 29,770181648 

Mar 

22100 

+225 22425 219.75 

8050 61501 

May 

23025 

♦225 231 JO 22725 

893 21678 

jm 

236 JO 

+225 237 JO 233.00 

1,137 31.071 

Sep 

24iJ!n 

+175 24425 24050 

23 5285 

Total 



39508 321 JOB 

■ BARLEY UFE (100 tomes £ per tome) 

Sep 

71.00 

-0.50 

_ 

Itov 

72.00 

-050 7250 7100 

46 950 

Jan 

7425 

-0.40 7520 7450 

35 421 

Ms 

75.75 

-050 

60 

MW 

76 75 

-050 

23 

Total 



81 1,454 

M SOYABEANS car (S.OOObu min; aMm twsad) 

Sep 

532.00 

+125 53150 52750 

B77 1.954 

Nov 

53425 

*100 535.00 528.00 34.636 91.197 

Jan 

544 75 

+3.75 54550 53825 

3,159 24.545 

Mar 

55150 

+3 75 55500 549.00 

1J39 17.475 

May 

564 75 

♦3.75 56550 56050 

863 7,788 

ta 

57425 

+400 57450 56800 

1.117 10/157 

Total 



42J08 157/08 

■ SOYABEAN Off- CBT 160.0000K carts® 

Sep 

2511 

-009 2830 2498 

1577 1.310 

Oct 

25.16 

-009 L5.40 25JJ2 

7,308 28896 

Dk 

25.46 

-012 25-72 2831 

18478 46584 

Jen 

25.55 

-0.05 2566 2544 

689 9,683 

Mar 

2556 

-0.12 2865 2842 

972 14213 

May 

25 54 

-014 2860 25.42 

618 8392 

Total 



285BB 112588 


■ SOYABEAH MEAL COT HOC us Stonj 


Sep 

1330 

♦15 

1310 

1307 

1.405 3944 

Oct 

132.1 

+ 1 7 

1313 

129.7 

4,324 24563 

Dk 

134.B 

+10 

1350 

1313 

8318 65991 

Jao 

1387 

+21 

1389 

1345 

698 14936 

Mar 

1409 

+13 

1409 

1386 

632 1 3.047 

«*r 

144.4 

+14 

1480 

1422 

429 6259 

Total 





18444 13S/J1S 


■ POTATOES UFFE gO gnag £ per tame) 


NOV 

809 

- 

- 

- 

3 

Mar 

1210 

- 

- 

_ - 

— 

Am 

1549 

-9 0 

160.0 

1549 88 

1152 

M»V 

1649 

-90 

- 

- 6500 

29 

Jun 

Total 

174 0 

-99 

“ 

68 

2,152 


■ fflBGHT Ittma UffEtSlttWa petal) 


Sap 

880 

-5 

880 

380 

29 

148 

Oct 

950 

-30 

965 

950 

39 

505 

Jaa 

980 

-15 

980 

980 

22 

396 

*W 

1015 

-10 

995 

995 

- 

201 

Jul 

900 

-10 

- 

- 

- 

300 

Total 

Clan 

Prw 



151 

1710 

m 

867 

89B 






■ COCOA (COT (SORb/toma) 


Sap 14 Price Pm. day 

DaUjr 125459 124256 


■ CQjTgUng (5 tonma; S/ffinne) 


Sep 

1664 

- 1665 

1652 

222 

1978 

Nw 

1619 

+8 1622 

1596 1888 20907 

Jan 

1560 

-1 1567 

1550 

628 

6,147 

Mar 

1530 

-3 1540 

1525 

477 

1605 

May 

1513 

-3 1522 

1510 

44 

553 

Jal 

1603 

-3 1510 

1510 

21 

191 

Tetal 



3265 31281 

■ cans T CSCE (37J0Cfts; cental 



Sep 

11150 

+490 11090 108 JO 

123 

340 

Dk 

104.60 

+190 104.75 10150 7.720 16J93 

Mar 

10145 

+195 10170 10110 1,417 

6950 

Hn 

10425 

+1.75 10425 10100 

250 

3,196 

Jti 

10525 

+1.60 105.60 10490 

540 

1,459 

Sap 

10635 

+120 10690 10690 

266 

1919 

Total 



HUBS 29J81 

■ COFFEE ocp) (US centa/pouid) 




SepM 




Phy. dsy 




95 43 
8937 

15 ctay avenge ... 

-. 90.14 



■ WHITE SU6AB UFFE (50 tonnes; S/tonne) 


Del 

2119 

-12 

2159 

2089 2.480 3.451 

Dk 

216.1 

-29 

2189 

2159 1409 15/69 

Mar 

2214 

-19 

2249 

2219 1907 14950 

itay 

226.9 

-22 

2299 

2269 324 2940 

Aog 


-14 

235.5 

2329 130 l/l 75 

Oct 

2369 

-29 

2369 

2369 20 1.150 

Total 




0467 38941 

■ SUGAR IT CSCE (11 2.0009k emsffla) 

Oct 

7.15 

+0.12 

7.16 

696 8923 60974 

Mar 

797 

+092 

7.71 

7J7 8,166 64/50 

May 

794 

+0.01 

795 

7.75 513 0969 

M 

795 

+0.01 

795 

790 182 7,129 

Oct 

894 

- 

0-23 

812 56 9910 

Total 




1SJB41S7905 

■ COTTON NYCE (50/KKKlS; caffitiRn) 

Dd 

7390 

-038 

7490 

7395 797 1548 

Dk 

7496 

-0.19 

7599 

7455 7958 35,734 

Mar 

7492 

-004 

74.74 

74.15 1027 20961 

■ay 

7415 

-015 

7450 

74.10 108 10908 

Jul 

74.60 

- 

75.00 

7490 90 6J22 

Tom 




10,2(2 34402 

■ ORANGE JUKE NYCE (15,000m; ctnB/Rfl) 

Nov 

110.35 

+0.B0 11190 10890 2,505 15,307 

J u 

11490 

+195 11490 11190 m 6J61 

Mar 

116.40 

+090 11690 11490 180 3,111 

»y 

111S 

+0.30 11890 11790 15 729 

Jul 

12190 

+030 

- 

- 5 352 

Sep 

12130 

+030 


- - 36 

Total 




3986 26,130 


PULP AND PAPER 


■ PWPSt QMLX IUS5 Z4 Hr dry Ural 


San D*n 


Open 

price change Mgh Low 

Vo( 

tat 

DK 43590 +050 435 00 43590 

5 

359 

Mar 47100 +790 470.00 464 90 

54 

84 

Total 

72 

853 

RTTURES DATA 

90 ffAUBS (SO SippBat Of CUS 




Tea from the Tea BroKers' Association 
Mombasa There was good general 
demand. Some selected BPS were flrtnar 
but others and medyms were easier By 
about 4 cents lo 8 cents. Lower mediums 
opened firm bur eased later in the seta. 
Plainer sons, however, were dearer. 
Brighter Pfls vvere breguior and wHecttvely 
dearer following quality, with mediums 
overall firm to dearer. Lower mediums sold 
at firm to dearer rates. Neater planar sods 
were firm out fibrous types landed easier. 
Brighter P-Dusts continued vary Imsguiar 
and warn selectively dearer following qual- 
ity. Mediums VMM also Irregular but on 
btijnw torn - 


VOLOE UTA 

Open Interest and Uokme data shown forcontrads 
traded on COW X. NYMEX, CBT. NYCE, CML CSCE 
and PE Crade U are one day In errasts. Wotame S 
Open Merest Lolita are lor 91 naded months. 

INDICES 

M Renew (Base: 18W31 = 100) 


Sep 16 Sip 14 ibohBi ago 

jwr ago 

140.4 1477.7 i5£29 
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LONDON SPOT MARKETS 
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CROSSWORD 


No.9.788 Set by DOGBERRY 



ACROSS 

1 Go back in time - genera- 
tions back (6) 

4 Whereby notion may be 
imaged or represented (8) 

10 River enters Serpentine 
causing distress (9) 

11 Prophet to take part (5) 

12 Compiler fled the country 
(4) 

13 Month+old sienna mixed 
into sauce (10) 

15 They accept foreign 
regimes (7) 

16 It makes no sense to use a 
ear plate (6) 

19 A lot of coins 1 left in the 
drawer (6) 

21 Mineral flares up violently 
when uranium's extracted 
(7) 

23 Old physician to run into 
buddies (American) (101 

25 Being horn to improvise, 
get the post (4> 

27 It's acceptable to accept 
plaything going west in 
Japan (5) 

28 A madman se izing girl's 
transatlantic bric-a-brac (9) 

29 Local team left In UK (8) 

30 Stop devil gaining endless 
paradise (6) 

DOWN 

1 Deposit old servant (8) 

2 Account for arrival in the 
local (9) 

3 Surfeit of lampreys initially 
fills the belly (4) 

5 Conflict on the way to the 
dance (7) 


6 Professed love having rea- 
son to embrace model (10) 

7 Teacher’s pet almost (5) 

8 Female superior, perhaps to,- 
male alien (6) 

9 Swamp with gold in bulk 1 . 
(91 

14 Starting early, officer's- 
invaluable (10) 

17 Eased off carrying map of ; 
open space (9) 

18 Pastime for bone-canier in 1 
church (8) 

20 Religious dissenter putting' 

the all back Into the > 
Ahmghty? (7) ' 

21 Source of liquid with bend' : 
in surface (6) 

22 Expressed point on radius 
(61 

24 European assent to Euro- 
pean river of European 
wine (5) 

26 The business set (4) 


Solution 9,787 
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LONDON STOCK EXCHANGE 


Interest rate hope and Wall St gain boost shares 


CTSEA*Sharftind8x 


MARKET REPORT 

By Steve Thompson, 

UK Stock Market Editor 


Some soothing words from 
Eddie George, governor of 
the Bank of England, about 
the potential for a shift in 
interest rate policy, plus a 
recovery on Wall Street, pro- 
duced a rebound in UK 
stocks yesterday. 

The FTSE 100 index was in 
negative territory for much 
of the session. But in the last 
30 minutes of trading. Wall 
Street's rally, which saw the 
Dow Jones Industrial Aver- 
age move into positive 

Abbey 

overtakes 

Barclays 

COMPANIES REPORT 
By Joel Kibazo and Martin Brice 

The contrasting fortunes of 
two of the UK's largest retail 
banking groups was on dis- 
play yesterday. 

Champagne corks were 
popping at Abbey National 
as the group's shares soared 
24 to £11.99 in trade of 2.7m. 
The move in the stock saw 
Abbey, which has a substan- 
tial slice of the UK mortgage 
business, overtake Barclays 
in the league table of the 
country's biggest banks by 
market capitalisation. 

At yesterday's close. 
Abbey was capitalised at 
£16.9bn against £16.5tm for 
Barclays which fell 26 to 
£10.90 as dealers indicated 
the turbulence in emerging 
markets had rekindled inter- 
est in companies with 
domestic earnings. 

A press report yesterday 
heightened concerns over 
Barclays' exposure to turbu- 
lent global financial mar- 
kets. The report said Bar- 
clays Capital, the group’s 
investment arm. was having 
problems financing 3 £350m 
exposure to the European 
leveraged buy-out sector 
because of turmoil in the 
European bond market. 

The report came two 
weeks after Barclays 
announced provisions of 


ground, plus Mr George's 
comments, saw Footsie race 
ahead to finish 13.1 up at 
5,281.7. 

Earlier. London's equity 
market had to cope with per- 
sistent bouts of profit-taking 
that drove prices lower, in 
spite of good news on UK 
inflation that showed the 
core figure for August had 
reached the government's 
target of 2.5 per cent. 

The inflation details were 
interpreted by some as open- 
ing the way for a reduction 
in UK interest rates, possibly 
at the next meeting of the 
Bank’s monetary policy com- 
mittee, on October 8. 


£325m to cover its Russian 
exposure and resulting falls 
in other markets, well above 
the expected £i 00 m level. 

In the rest of the banks, 
Halifax rose 15 to 7S3p, and 
Woolwich 13V« to 353V«p. 

ICI shares fell to tbeir low- 
est level for more than five 
years amid the latest round 
of downgrades to profit fore- 
casts. as some anal ysts pre- 
dicted the shares have much 
further to feD. 

They were among the 
worst performers in the 
Footsie as they lost 35 to 
520p in busy dealings of 8.2m 
shares. The stock was at 
£12.14 in May. 

They have almost halved 


And all the European mar- 
kets had generally ignored 
the statement from the 
Group of Seven finance min- 
isters, promising concerted 
action to stimulate their 
economies if necessary. 

Much of the blame for the 
widespread selling pressure 
in the leaders was laid 
squarely on Wall Street, 
which closed well below its 
session high overnight. 

At its best on Monday the 
Dow posted a gain of more 
than 200 points, before com- 
ing off to finish 149 higher. 

The positive performance 
of the market's leading 
stocks did not follow’ 


against the FTSE All Share 
in the past 12 months, and 
bears now predict a £300m 
full-year pre-tax result That 
would be less than a third of 
the figure it reported in 1995. 

The most recent down- 
grade was by Merrill Lynch, 
which on Monday cut this 
year's forecasts by 11 per 
cent to £320m. 

Martin Evans at Suther- 
lands said: Tt may not be 
over yet as traditionally in 
the chemicals sector, events 
worsen before they get bet- 
ter. In the absence of US 
fund buying, the shares may 
fall further because even at 
this level they are expensive 
relative to other interna- 


through into the rest of the 
market, however. 

The second-liners, gener- 
ally boosted at the start of 
trading, encountered some 
keen profit-taking too. leav- 
ing the FTSE 250 index 13.4 
lower at 4,723-3. not £ar short 
of its session low of 4.719.9. 

And the FTSE SmallCap 
also gave ground, an early 
modest advance giving way 
over lunchtime and leaving 
the index 41 lower at 2.0895. 

Comments by Mr George 
speaking to the trade unions 
that the monetary policy 
committee would move 
quickly to reduce rates if the 
inflationary threat was 


removed, gave heart to a 
market looking for a good 
excuse to rally. 

“It was really a very quiet 
day in the market We were 
looking for an excuse to 
rally after a dismal morn- 
ing,'* said one marketmaker. 

He said the early sell-ofl: 
reflected Wall Street's disap- 
pointing finish on Monday, 
coupled with fears that Lon- 
don's 150 -point gain would 
have triggered some deter- 
mined profit-taking. 

But activity to the market 
proved disappointing, the 
6pm cut-off point revealing 
turnover of only 816.6m 
shares, well below recent 
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STOCK MARKET TRADING DATA 
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tional chemicals stocks. 
Given the current disillu- 
sionment with the company, 
they may fall to 450p before 
stabilising.” 

The poor sentiment on the 
sector spread to other chemi- 
cal companies, with Albright 
& Wilson off 3V S at 85y*p and 
Laporte down l8'/» at 494p. 

There were few supporters 
of troubled food distributor 
Booker as the shares tum- 
bled following an announce- 
ment that food retailer Bud- 
gens had withdrawn from 
merger talks. Yesterday's 
news was the latest in a 
string of setbacks for Booker 
which has issued several 
profit warnings this year. 

Budge ns only entered into 
talks with Booker after food 
retailer Somerfleld pulled 
out of talks over a cash bid 
that analysts had expected 
to be between 290p and 330p 
a share. Somerfield's retreat 
sparked concerns about 
Booker’s trading position. 

However rumours in the 
market suggested the talks 
had been called off because 
of the decline of Booker's 
shares since talks with Bud- 
gens began. 

In early January the 
shares stood at 353V«p. but 
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No FT, no comment. 


yesterday brought a further 
bout of selling which saw 
them dose 28 or 19.2 per cent 
down at 117V4p. by far the 
worst performer in the FTSE 
250. The chairman yesterday 
bought 10,000 shares at U7p. 

Relief that Budgens had 
walked away from a merger 
saw its shares improve 3 Vi to 
73'/ip, while rival supermar- 
ket group Somerfield was 
steady at 445*/»p. 

A feeling that telecom 
stocks had been oversold in 
recent sessions saw them 
outperform the FTSE 100 
yesterday. Cable & Wireless, 
which said it had completed 
the purchase of the internet 
business of MCI Communica- 
tions, appreciated 20 to 570p 
while British Telecommuni- 
cations gained 21 to 821p. 

Among mobile operators, 
Orange gained 18 to 630p. 
and Vodafone Group rose 33 
to 837p. 

Shares in Telewest Com- 
munications firmed 5% to 
143p as US group MediaOne 
International Holdings lifted 
its stake in the company 
through a purchase from 
Southwestern Bell. A com- 
pany statement said the 
exact number of shares to be 
acquired is to be determined 
in the coming weeks. 

Sterling’s further weak- 
ness against the D-Mark 
failed to help leading engi- 
neering stocks recover as 
fears of slowing global 
growth took their toll. 

Although the pound closed 
at DM2.82, well below its 
recent levels, Siebe’s shares 
declined ll to 205p, while 


levels and a clear indicator 
of the market's uncertainty. 
Non-FTSE IM stocks 
accounted for 55 per cent of 
overall business. 

The telecoms arena was 
the focus of the buyers’ 
attention for much of the 
day. with institutions still 
chasing the sector on the 
basis of continuing excellent 
growth in subscriber lists. 

The advance of Abbey 
National’s market capitalisa- 
tion, which topped Barclays’ 
for the first time, was seen 
as a rfixsic demonstration of 
the value of purely domestic 
earnings during times of 
global economic stress. 


BTR was down 5 at 115p. 
Smiths Industries dropped 

22 to 755p and LucasVarity 
5Vi at 194p. 

Nor was the decline lim- 
ited to Footsie stocks: sev- 
eral of the worst FTSE 250 
performers were engineers. 
The worst was Cobbam, off 
52*/. at 732%p. 

Housebuilder Redrew was 
up 2 at 145p as it exceeded 
expectations by reporting a 
pre-tax profit rise of 34 per 
cent to £4&2m_ It said: “Pres- 
sure on building costs, 
which at one time were 
threatening margins, is eas- 
ing." 

P&O was up 10 to 675p on 
hopes it would soon dispose 
of its Bovis Construction 
subsidiary, valued at £350m. 

Instruments group Servo- 
mex fell 40 to 147Vip after a 
fell in profits and a cautious 
trading statement. Earlier 
this year the shares readied 
373p. The company focused 
on tbe strength of sterling 
am4 said: “In common with 
the majority of manufactur- 
ing exporters, we are finding 
current economic circum- 
stances worldwide are 
adversely affecting our 
short-term prospects." 

There was brisk trade of 
3.7m in Pilkington, with the 
rise of a penny to 66p sug- 
gesting the slide from 14Sp 
earlier this year may have 
steadied. There was talk that 
US value investors were 
hunting for stock on hopes 
the company may be the 
subject of a bid. 

A note from Mike Betts, 
construction industry ana- 
lyst at Goldman Sachs, said: 
“We are retaining our trad- 
ing buy rating on the shares, 
estimating that Pilkington ’s 
assets would cost 156p per 
share to replace. 2.4 times 
the current share price." 

Hie has reduced his pre-tax 
forecast by £l7m to £153m 
for this year “due to the 
increasingly difficult condi- 
tions in Latin America". 

Whitbread fell sharply in 
thin trading, closing 53 or 6.4 
per cent down at 771p. 
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Highs & Lows shown on a 52 week basis 
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Tietmeyer helps take wind out of rally 


EMERGING MARKET FOCUS 


ww 

The latest rally by global 
equity spluttered to a bait 
yesterday, as so many others 
have since the correction 
began In mid-July, writes 
Philip Coggan. 

Comments from Hans Tiet- 
meyer, the Bundesbank pres- 
ident, cast doubt on the 
assumption which carried 
the markets sharply higher 
on Monday - that G7 nations 
would make a co-ordi nat ed 
move to cut interest rates 


and avert a global recession. 

Mr Tietmeyer said world 
economic conditions were 
too varied for a coordinated 
policy easing and that there 
was no fundamental reason 
to cut European rates. 

However, Latin America 
equity markets rallied on the 
back of hopes of help from 
the G7, despite continuing 
fears of devaluation and 
default. 

Moody’s, the rating 
agency, said: “The likelihood 
that countries in the Latin 


American region win resort 
to capital controls, debt 
rescheduling, debt morato- 
ria, or any combination of 
these actions before their 
reserves are full depleted 
has increased significantly.” 

Geoffrey Dennis, global 
emerging market equity 
strategist at Deutsche Mor- 


is likely to be limited. 

“However, the next 
long-term bull market is 
unlikely to start until the 
spectre of deflation has dis- 
appeared and investors can 
begin to rely again on GDP 
and earnings growth fore- 
casts to assess value. The 
immediate outlook, as we 


gan Grenfell, said: “After a have argued now for over a 
32 per cent drop in the IFC month, is for short sharp ral- 


Composite Index between 
July 20 and September 4, the 
scale of any additional down- 
side in emerging markets 


lies and renewed, but lim- 
ited. declines." 

The emerging market cri- 
sis, and the resultant slow- 


down in world economic 
growth, continue to prompt 
worries about the prospects 
for corporate earnings. 

On Monday. Walt Disney 
bad been the latest US com- 
pany to issue an Asian-ra 
lated profits warning; yester- 
day, Michelin revealed a 
worse-than-expected 13 per 
cent drop in operating prof- 
its. This time, the reason 
was not Asia but a rise in 
operating costs; the shares 
dropped 10.7 per cent 

In the face of these factors, 


European markets were gen- 
erally lower on -the day 
although most lost' only a 
small portion of Monday’s 
gains. 

With Tokyo closed far a 
holiday, Asia was -quiet, 
except for Indonesia where 
rumours that the govern- 
ment was about to follow the 
Malaysian example of-capital 
controls, sent the Jakarta 
market down by nearly 9 per 
cent. Wall Street opened 
weaker but - was flat, by 
lunchtime in New York. 
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identity crisis 
for Argentina 


Fears over 
profits leave 
Wall St adrift 


Paris punctured by Michelin 


AM ERICAS 

US shares drifted In 
range-bound conditions at 
midsession with a growing 
number of major companies 
issuing quarterly earnings 
warnings, unites John Labale 
in New York. 

“The fact that the market 
can rally In oversold condi- 
tions doesn't mean it can 
sustain itself,” said Larry 
WachteL market analyst at 
Prudential Securities in New 
York. 

On Monday the market 
managed to make convinc- 
ing gains in addition to 
those made last Friday in 
spite of the controversies 
surrounding the possible 
impeachment of President 
Bill Clinton. Stock price 
gains by midday yesterday 
were slight in comparison. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was up 30.12 at 7,975.47 
while the broader Stan- 
dard & Poor’s 500 bad gained 
1.30 at 1,031.02. 

Technology and small-cap 
shares were taken lower, 
however, sending the Nas- 
daq composite down 3.38 at 
1.662.31 and depressing the 
Russell 2000 by 2.02 at 355.70. 

Investor attention turned 
toward the prospects for cor- 
porate results in the weeks 
ahead of the third-quarter 
reporting season. “All you 
do know is that this is going 
to be the worst third quarter 
in terms of profits growth in 
□early seven years, so you 
still can see the hesitation,” 
said one broker. 

Minnesota Mining & Manu- 
facturing slid $£ to $70‘A 
after Morgan Stanley Dean 
Witter expressed concern 


about its upcoming earnings 
report Cyclical leader, Cum- 
mins Engine, warned third- 
quarter revenues would be 7 
to 10 per cent below the sec- 
ond quarter. 

BankAmerica fell $2 to 
$61g after the bank issued 
new details about its loan 
losses. Other major banks, 
however, pushed higher. The 
Philadelphia Stock 
Exchange's h ank index 


EUROPE 

Dramatic declines in PARIS 

K tor Michelin and Rhdne- 
Poulenc tipped the balance 
of a mixed trading day, send- 
ing the CAC 40 index 16.81 
lower at 3,696.00. 

mings Michelin was severely 
, Cum- deflated by six-monthly 
third- results that came in towards 
Id be 7 the bottom of the forecast 
tie sec- range. After last week's 
bumper numbers from Peug- 
$2 to eot. sentiment in the motors 
issued sector had been riding some- 
s loan thing of a bull story, 
banks, The tyre leader lost 
Jr. The FFr29.60 or 10.7 per cent to 
Stock FFr246.40. Renault shed 
index FFr280 to FFr280 and Valeo 
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climbed 1 per cent to 686.54. 

Coca-Cola fell $l& to $62 
after an analyst at T <ehman 
Brothers scaled back its esti- 
mate of 1998 earnin gs as well 
as its stock price target. 
Shares of Walt Disney 
rebounded, one day after the 
company issued its own 
warning, up $% at $25&. 

TORONTO was led higher 
by firmer bullion and gold 
stocks, with strength in the 
banking sector after a gov- 
ernment commission recom- 
mended an end to the ban on 
b ank mergers. 

The 300 composite index 
sprinted ahead early In the 
day, but by midsession had 
given up some of its early 
strength and stood 10.60 
higher at 5,880.00. 

Royal Bank of Canada was 
C$1.45 higher at C$67.70. 
Bank of Montreal put on 90 
cents to C$62.40, and Toronto 
Dominion Bank gained 85 
cents to C$45.50. Canadian 
Imperial Bank of Commerce, 
however, eased 30 cents to 
C$3280. 

Shares in Amber Energy 
jumped C$2.55 to C$7.10 in 
heavy volume after Alberta 
Energy took the market by 
surprise with a C$450m 
unsolicited takeover bid for 
the troubled heavy oil pro- 
ducer. 


hardened FFr3 to FFr473 
ahead of results that came 
after market hours. 

RhOne- Poulenc crumpled 
after the group confirmed 


policy from today’s testi- 
mony by US Fed diair man 
Alan Greenspan to the 

House hanking mmmr t tpp 
The Xetra Dax index lost 
4L95 to 485L56. 

Among exporters hit by 


that the US Food and Drug the weak dollar, BMW lost 
Administration had made a DM41 to DM1,205.00. 


G7 boosts Sao Paulo 


Stocks surged across Latin 
America in the wake of the 
statement from the Group of 
Seven industrial nations, 
later echoed by President 
Bill Clinton, that they would 
extend help to the region's 
economies should they need 
it. 

SAO PAULO soared 11.2 
per cent by midsession, over- 
coming early falls following 
weak interest at the privati- 
sation auction of power util- 
ity Gerasul. 

The Bo vespa Index was 650 
higher at 6,469. 


MEXICO CITY put on 88 
per cent as the peso showed 
renewed signs of life and 
political parties appeared 
closer to resolving the 


production ruling on Cen- 
teoo, a US joint venture. 

The shares fell FFr23 or 88 
per cent to FFr246.10 in 
heavy turnover of FFrl.35bn 
as brokers fretted about the 
negative implications for 
Rhine’s earnings. Problems 
at Centeon affected Rhone’s 
total 1997 results. 

Thomson-CSF bounced 
FFr3.20 to FFr203.20 as 
investors focused on the 
restructuring message in the 
Interim figures rather than 
immediate earnings trends. 

In a weak banking sector. 
BNP rose FFr8 to FFr353 and 
brokers, tuned more posi- 
tive. notably Goldman 
Sachs, which upgraded the 
stock to “market outper- 
former". 

Promodes lost FFrlll at 
FFr3.298. Society Generate 
placed a block of 300,000 
shares at FFr3,306 on behalf 
of Banco Bilbao Vizcaya 
while Merrill Lynch cut Its 
intermediate rating to 
"reduce”. But the US broker 
lifted Vivendi to “buy", help- 
ing to push the shares up 
FFr20 at FFr1,289. 

Bouygues Offshore rose 
FFr9.90 to FFr164 on better- 
than-expected first-half 

results. 

FRANKFURT was lower in 
muted trade, awaiting fur- 
ther clues on US monetary 


Bank shares enjoyed an 
early rally after ING Group 
said it had increased its 
stake in BHF Bank to 39 per 
cent from 45 per cent, but 
subsequently fell with the 
rest of the market BHF 
Bank was suspended but 
Commerzbank gave up 
DM1.76 to DM50.90. 

Among the insurers, Alli- 
anz, expected to post solid 
first-half results tomorrow, 
lost DM9 to DM500. 

Chemicals and pharmaceu- 
ticals groups were also los- 
ers. Schwarz Pharma closed 
at a year's low of DM102, 
down DM5, while Henkel fen 
DM230 to DM143.10. 

AMSTERDAM came off 
1886 at 1.014.70 on the AEX 
index. Akzo Nobel and ELM 
managed to side-step the 
broad downturn. 

Akzo added 80 cents at 
FI 80, while KLM, boosted by 
agreement in the pilots' 
strike at Northwest Airlines, 
ELM'S transatlantic partner, 
hardened FI L20 to FI 65.40. 

ING pushed higher at the 
opening bell following the 
news that it planned to 
increase its shareholding in 
Germany's BHF-Bank to 39 
per cent from 4.5 per cent, 
but foil back later in the day 
to close off 50 cents at 
FI 10580. 

KPN, hit lately by con- 


cerns about tariff -cuts, fell a 
further FI 4 or 58 per cent to 
FI 64 in spite of an upgrade 
at Paribas. The bank, which 
predicts double-digit earn- 
ings growth over the next 
three years, moved from 
“hold" to “buy". 

ZURICH was lower on 
derivatives-related selling by 
foreign Investors and the 
SMI index finished 95.7 or 1.4 
per cent lower at 6885.7. 

Financials, which staged a 
recovery on Monday, came 
under renewed pressure. CS 
Group was SFr7.75 or 3.6 per 
cent lower at SFr207J25 while 
UBS recovered from a low of 
SFr424 to dose SFr6 down at 
SFi429. 

Among the insurers, Bal- 
oise. which is expected to 
announce today a rise in 
first-half net profits of 
between 28 per cent and 35 
per cent, lost SFr43 at 
SFrl.050. 


Inspections group Surveil- 
lance was again under pres- 
sure, after Mondays recov- 
ery. The stock lost SFr35 to 
SFr 1,125. 

OSLO turned its attention 
to the financial sector as the 
market awaited the -outcome 
of merger talks between 
Christiania Bank. Fokus 
Bank and the. state-owned 
Postbanken, agreed late in 
the session. 

Christiania and Fokus 
were suspended but other 
financials gained on the 
deal. Don- norske Bank was 
hi gher for munh of the ses- 
sion but closed flat at 
NKr27.90. Insurer Storebrand 
put on NKrfl.50 to NKr53-50- 

The total index, however, 
finished 1688 lower at 96385 
as Saga Petroleum crashed 
NKrlO to NKr73 after warn- 
ing that eight-month results, 
due on September 30. would 
include NKr2.5bn of write- 
downs. 

MADRID saw farther 
heavy selling of the big 
banks after Cristobal Mon- 
toro. the Spanish govern- 
ment's economy secretary, 
severely dented sentiment 
by telling a parliamentary 
commission he did not role 
out a f-hain of Tatin Ameri- 
can devaluations. 

Santander fell Pta50 to 
Pta2,190 and BBV lost Pta70 
at Ptal.515 for a two-day 
decline of 12 per cent 


Argentina’s embattled stock 
market -has rallied /strongly 
with gains in Ihe last few 
days helping to wipe out the 
13 per cent decline on “Black 
Thursday"- last week. - 

However, as . trading 
opened yesterdaytbe Merval 
leading share index was still 
registering a fall of more 
than 50 per cent from the 
beginning of the year. 
Shares last plumbed such 
levels in early ,1995. when 
crisis was battering Argen- 
tina's flnanrhrt system and 
straining its currency’s one- 
for-one link with the dollar. 

Traders are anxiously 
wondering where in the 
world the ' next blow will 
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day by Roque Fern&ndez, the 
economy minister, was 


come from. Events in Asia deemed worthy and un Gotl- 
and Russia, the political foil- troversial by markets despite 


out from the Clinton crisis containing economic projec- 
and last week’s devaluation tions widely considered as 
scare in- Brazil have all highly optimistic, 
weighed heavily. In addition, the ruling 

Within this complex inter- Peronlst party has had some 
national context, the Merval -success in pushing legisla- 
and broader market have tion through Congress, eas- 
struggled to define a trajec- ing fears that President 
tory of their own. and trad- Carlos Menem would be a 
ing continues to take its cue lame duck leader in the 
from Wall St and 83o Paulo, run-up to next year’s presi- 

However, the. departure of dential elections, 
foreign investors from Argentine officials have 
Argentina is steadily chang- also been finalising a pack- 
ing the dynamics of the age of loans up to $6bn from 
stock market, said Christo- multilateral and commercial 
pher Ecclestone of brokers lenders to stave off liquidity 
Interacdones. “The buyers problems to the end of the 
are locals, while the sellers first quarter of next year in 
are almost all foreigners, the event of the government 
plus some distressed locals." being unable to raise fresh 
Local private pension cash in the bond markets, 
funds and individual inves- Officials insist this finano- 
tors were being tempted in ing is intended only for use 
by low prices and attractive in the worst-case scenario, 
yields, he said. ‘They've got revolving around a possible 
stronger nerves than the for- devaluation or default in 
signers.” Trading on Monday Brazil, 
also saw stock shortages, “International support for 
helping to push up prices. Brazil is the key to stabilise 
Both domestically and the situation ” said one local 
internationally there have analyst. “Looking beyond 
been some positive develop- that, even assuming an 
meats tor investors. Strong orderly end to international 
words of support for Latin troubles, I see problems of 
America have come from competitiveness for Argen- 
Michel Camdessus, manag- tine companies and sharp 
ing director of tbe Interna- economic slowdown, so 
tional Monetary Fund, and people very much need to be 


Written and edHed by Michael 
Morgan, Jeffrey Brown, Paid 
foegan and Peter Hall 


from the US administration. 

The tight 1999 budget pres- 
ented to Congress on Mon- 


looking at defensive stocks.” 

Ken Warn 


Sale of the automotive division 
of Triplex Lloyd by 



StoiL e t r a 1 ^ ntTOVeraM Golds help Jo’burg higher 


bank bailout plan. 

The IPC index was 268.66 
higher by midsession at 
3.292.56. 

BUENOS AIRES shot up 
88 per cent at midsession, 
tracking tbe strong gains in 
Brazil. The Merval index 
rose 2983 to 36956. 

SANTIAGO’S IPSA index 
jumped -L5 per cent to 57.01. 


SOUTH AFRICA 


Shares in Johannesburg 
improved for the second day 
running with the all share 
index gaining 65.5 to 1,846,3, 
although sentiment was said 
to have remained fragile. 

Futures-related buying 


ahead of tomorrow's expiries 
helped underpin the market. 
Industrials gained 77.8 to 
5.475.3 and financials added 
110.5 at 6899.0. 

Golds reversed Monday's 
weakness, but ended short of 
tbe best of the day with the 
index up 2.6 at L.025J 


Jakarta plunges on rupiah talk 


ASIA PACtFlC 

Rumours sweeping the 


Indonesia 
Jakarta Composite 


market that Indonesia was 

550 . . 

poised to introduce currency 
controls sent JAKARTA 

500 _] 

plunging almost 9 per cent 
to its lowest level since Feb- 

450 _i. 

ruary 1993. 

The composite index dived 
28.44 to 292.15 in spite of a 

400 (J 

denial from Bank Indonesia 
that there were plans to 

350 J_ 

impose Malaysian-style for- 
eign exchange controls on 

300 

the rupiah. 

Jan 



government comments that 
Telkom could lose its domes- 
tic telecommunications 
monopoly and lndosal and 
Satelindo their international 
telecoms duopoly. 

Telkom shares ended 
Rp300 or 15 per cent lower at 
Rpl.700 while lndosat fell 

Tokyo was closed for a public 


Rpl.125 or 158 per cent to 
Rpe.OQO. Telkom was the 
day's busiest share. 

Analysts noted that specu- 
lation about the likelihood of 
a switch to a managed 
exchange rate was fuelled 
after Hubert Neiss, the Inter- 
national Monetary Fund's 
Asia-Pacific director, said on 
Monday the IMF was looking 
carefully at Malaysia's 
recently imposed controls. 


Sane tattsnamxv 

Mr Neiss said such a sys- 
tem might give a country 
the chance to Insulate inter- 
est and exchange rates from 
external forces and then 
push ahead with financial 
reforms. But he added that 
there was also a risk that 
taking external pressures 
out the system would make 
reforms less likely. 

SYDNEY continued to 
push higher, helped by 
strong gains for News Corp 
and Rio Tinto. The all ordi- 
naries index ended up 44.1 at 
2844.3 for a two-day advance 
of 3.5 per cent. 

Volumes were on the light 
side with most of the upside 
push for selected blue chips 
coming from offshore. News 
Corp rose 34 cents to AS10.78 
with the overnight advance 


of the ADRs in New York, 
while Rio Tinto put on 71 
cents or 4 per cent at A$18.72 
after a strong Loudon show- 
ing. 

Second-tier miner Savage 
Resources was the market's 
latest takeover tip. surging 9 
cents to a five-month peak of 
74 cents in turnover of 
A$7.5m, nearly 2 per cent of 
total market capitalisation. 

WELLINGTON gained 
from a wave of late buying. 
Blue chips bounced and vol- 
ume swelled, and the 40 capi- 
tal index ended up 43.37 or 
28 per cent at a high for the 
session of 1 .762.63. NZ Tele- 
com gained 20 cents at 
NZ$7 .50 and Carter Holt Har- 
vey added 17 cents at 
NZ$1.44. Lion Nathan rose 10 
cents to NZ$4.40. 

MANILA added to Mon- 
day’s gains with investor 
sentiment remaining posi- 
tive in spite of further export 
shrinkage in July - the sixth 
fall in as many months - 
and central bank support for 
the peso. 

The composite index 
closed up a further 39-64 to 
1,140.40 for a two-day rise of 
56 per cent. Among leaders. 
PLOT rose 35 pesos to 730 
pesos and Sau Miguel B 
shares gained 1.50 pesos to 
45 pesos. Ayala Land added 
60 centavos to 5.60 pesos. 

SEOUL moved, lower as 
the queues for new issues of 


equities and bonds length- 
ened and supply pressures 
built. Foreign funds were 
said to be steady sellers and 
the Eosp index came off 385 
or 1.3 per cent at 310.29. 

Samsung Electronics fell 
WonlJSO to Won40800 and 
Hyundai Electronics came 
off WonSOO at Won29,700. 
Trigem Computer jumped 
Won540 to Won5,090 on talk 
tbe group was developing a 
new generation of laptops. 

SINGAPORE saw out the 
last day of trading for Malay- 
sian shares uneventfully as 
investors switched their 
attention to smaller capital- 
ised local stocks. 

The Straits Times index 
staged a mini -rally, climbing 
to 913J4 in early afternoon 
before profit-taking pulled it 
back to 902^, up 24.45 or 28 
per cent Malaysian shares 
traded over the counter wav 
also mostly up with the 
UOB-OTC Index ending 18 
per cent higher at 227.57. 

HONG KONG was encour- 
aged by a strong perfor- 
mance by China-related 
stocks, boosted by talk about 
a possible Chinese interest 
rate cut in the near future. 

Tbe Hang Seng index, fin- 
ished 71.61 higher at 7,73347. 
off a high of 7,837.96, while 
the red chip China-Affiliated 
Corporations index added 28 
per cent and H-shares gained 
6 per cent 


TO INSTITUTIONAL BUY OUT LED BY 

Phildrew Ventures 

DONCASTERSplc 

advised by 

PricewaterhouseCoopers 

Transaction value 
£66 million 

For more information visit our website at www.pwcglobal.com 

PtoCB/fflERHOUS^CDPERS @ 


©1 996 P6«watefhouseCoopers. PncewaterhouMCoopers refers m the individual member firm* of the wuridwlde McewaierhoureCaouere oreankaiton 
PrkcwaterlmuseOMpen h aurtiorbed by ihe Indituw of Chartered Accountants in England and Wales to cany on investment business. 

This announcement sppean w a matte of record only. 
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agement solutions. And 
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$375 billion in assets 

under management, 

$44 billi on in premiums* 
30 million customers 
in more than 50 countries, 
68,000 employees 
and over a century 
of experience. 


The future looks good. 


* 


to create a new company: Zurich Financial Services, 
yet our size wont make us a leader. Our ideas will. 
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But how do you 
define the future 
when you can’t 
predict it? 
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It is not about what you can predict. But 
solutions that answer their insurance and 
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can inspire. For it is our aspiration 
Creatively. Efficiently. Uniquel , 
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ices we provide solutions 
*e we are in 1998. A new 


At Zurich Financial Serv 
years and years. Now he; 


Its what were here tor. It's what \v< 
company, Financiallv stronger than 


It’s that si mr 
We know ta 






Solutions evolve. Three steps, perfected over 
So lets meet. How about your side of the table? 


iih listening. Understandin 

C 1 

becomes an unresolved i 
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A solution. 


We asked ourselves, 
what’s the difference 
between an 
unmet need and 
a problem? 
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25 years from now, 
you won’t remember this 1 









